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LETTER OF TRANSMITTAL 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
November 17, 1956. 
Hon. J. W. Fu.srient, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 

Dear Senator Futsricnt: As the ranking minority member of the 
Senate Committee on Banking and Currency, together with Senator 
J. Allen Frear, Jr., representing the chairman of the committee, pur- 
suant to the request of the Secretary of the Treasury, George M. Hum- 
phrey, we were directed to attend the 10th annual meeting of the Board 
of Directors of the International Bank for Reconstruction and De- 
velopment and the International Monetary Fund held in Istanbul, 
Turkey, September 12 to September 15, 1955, in the capacity of ad- 
visers to the United States delegation. 

Having attended this meeting, it was felt that the information con- 
tained in this report would be of great value and assistance to the com- 
mittee in furthering its understanding of the operations of the Inter- 
national Bank and the International Monetary Fund. 

The bank has made available approximately $2.3 billion to assist 
over 400 projects in 37 countries. The fund has provided resources to 
its members to enable them to correct maladjustments in their balance 
of payments without resorting to measures destructive of national or 
international prosperity. 

Homer E. Carenart, 
and 
J. ALLEN FreEar, Jr., 
United States Senators. 


v 
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INTERNATIONAL BANK AND MONETARY FUND 
MEETING 


INTRODUCTION 


Contained in this report are the purposes of the International 
Monetary Fund; United States participation in the meeting of the 
Boards of Directors of the International Bank for Reconstruction 
and Development and the International Monetary Fund; the names 
of all the members of the delegations in attendance; a verbatim re- 
port of the proceedings of all sessions; excerpts from the 1955 report 
of the International Monetary Fund; and a table of loans prantea by 
the International Bank. 


I. Purposes oF THE INTERNATIONAL MONETARY FUND AND INTERNA- 
TIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 


INTERNATIONAL MONETARY FUND 


The purposes of the fund are: 

To promote international monetary cooperation through a perma- 
nent institution which provides the machinery for consultation and 
collaboration on international monetary problems. 

To facilitate the expansion and balanced growth of international 
trade, and to contribute thereby to the promotion and maintenance of 
high levels of employment and real income and to the development of 
the productive resources of all members as primary objectives of eco- 
nomic policy. 

To promote exchange stability, to maintain orderly exchange ar- 
rangements among members, and to avoid competitive exchange de- 
preciation. 

To assist in the establishment of a multilateral system of payments 
in respect of current transactions between members and in the elimi- 
nation of foreign-exchange restrictions which hamper the growth of 
world trade. 

To give confidence to members by making the fund’s resources avail- 
able to them under adequate safeguards, thus providing them with 
opportunity to correct maladjustments in their balance of payments 
without resorting to measures destructive of national or international 
prosperity. 

In accordance with the above, to shorten the duration and lessen the 
degree of disequilibrium in the international balances of payments of 
members. 
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INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 


The purposes of the bank are: 

To assist in the reconstruction and development of territories of 
members by facilitating the investment of capital for productive pur- 
poses, including the restoration of economies destroyed or disrupted 
by war, the reconversion of productive facilities to peacetime needs 
and the encouragement of the development of productive facilities 
and resources in less developed countries. 

To promote private foreign investment by means of guaranties or 
participations in loans and other investments made by private in- 
vestors; and when private capital is not available on reasonable 
terms, to supplement private investment by providing, on suitable con- 
ditions, finance for productive purposes out of its own capital, funds 
raised by it and its other resources. 

To promote the long-range balanced growth of international trade 
and the maintenance of equilibrium in balances of payments by en- 
couraging international investment for the development of the pro- 
ductive resources of members, thereby assisting in raising productivity, 
the standard of living, and conditions of labor in their territories. 

To arrange the loans made or guaranteed by it in relation to inter- 
national loans through other channels so that the more useful and 
urgent projects, large and small alike, will be dealt with first. 

To conduct its operations with due regard to the effect of inter- 
national investment on business conditions in the territories of mem- 
bers and, in the immediate postwar years, to assist in bringing about 


a smooth transition from a wartime to a peacetime economy. 
The bank shall be guided in all its decisions by the purposes set 
forth above. 


II. Unrrep States PARTICIPATION IN THE INTERNATIONAL BANK FOR 
RECONSTRUCTION AND DEVELOPMENT AND THE INTERNATIONAL MONE- 
TarY Funp MeretiNne In Istansun, TURKEY 


The 10th annual meeting of the Boards of Governors of the Inter- 
national Monetary Fund and the International Bank for Reconstruc- 
tion and Development was held in Istanbul, Turkey, September 12 
to September 16, 1955. These two international institutions were es- 
tablished at the end of 1945. The United States became a member of 
both institutions as provided in the Bretton Woods Agreements Act. 
The United States is represented by a Governor (the Secretary of the 
Treasury) and by an executive director. At present, 58 countries in 
the free world are members of each institution. Each institution has 
a Board of Governors which meets annually to review and approve the 
accounts and reports and activities of the institution during the pre- 
vious year. 

The meeting at Istanbul was the 10th annual meeting and marked 
the approaching close of the first decade of the fund. Of these 10 
meetings, 6 were held in Washington, D.C. The 2d was held in Lon- 
don, the 5th in Paris, and the 7th in Mexico City. The 11th will be in 
Washington, D.C. Since these annual meetings bring together in one 
place most of the Ministers of Finance, Central Bank of Governors, 
and senior financial representatives of the member governments, they 
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have become an important opportunity for reviewing in both formal 
and informal discussions, iyvdinmiene in international finance, inter- 
national payments, and international economic conditions generally. 
Broadly speaking, the International Bank is concerned with all — 
of international investment. The International Monetary Fund de- 
votes its attention to exchange-rate policies and restrictions and the 
monetary and payments problems of the world. The Governor of 
each country has the ultimate responsibility for his country’s partici- 
pation. In day-to-day operations, countries are represented by an 
executive director who exercises the voting rights of the member or 
members which he represents at meetings of the executive board dur- 
ing the course of the year. 

At the opening joint session, the Governor for the United States, 
Secretary of the Treasury George M. Humphrey, referred to the rec- 
ord amount of loans authorized by the International Bank during the 
year ($410 million). He stressed the importance of the bank’s activi- 
ties in supplementing and stimulating private investment, though the 
member countries must necessarily retain the major responsibility for 
economic development within their borders. He also noted the prog- 
ress being made in organizing the International Finance Corporation 
and referred to the action of Congress in authorizing the membership 
of the United States in the new corporation. 

The United States Governor also mentioned the significant progress 
made toward the objectives of the International Monetary Fund— 
stronger currency, reduced restrictions, and a more realistic and freer 
system of healthy exchange and trade in the free world. He called 
attention to the high level of United States transactions with other 
countries and the resulting supply of dollars which has enabled foreign 
countries to increase their gold and dollar assets by substantial 
amounts. He stated that the United States looked forward to further 
steps toward convertibility of currencies and further progress in re- 
moving restrictions and discrimination in international payments. 

In representing the annual report of the International Bank for 
Reconstruction and Development, Mr. Eugene R. Black, President of 
the bank, expressed his hope that the International Finance Corpora- 
tion would come into being by the 1st of January 1956. The adher- 
ence of 30 member countries with subscriptions of $75 million would 
have to be obtained before it could begin operations. He also referred 
to the Economic Development Institute, in which the bank is collabo- 
rating with the Ford and Rockefeller Foundations, and which will 
soon offer its first course of study to 16 representatives of foreign 
countries facing problems of economic development. A third develop- 
ment which Mr. Black mentioned was the pants effort to develop 
information on the use of medium-term international credit. In re- 
porting on the bank’s operations during the fiscal year, Mr. Black 
stated that the bank had made more loans than in any previous year, 
amounting to $410 million. As an evidence of the growing interest 
of the private capital market in the bank’s operations, he said that the 
bank for the first time raised more funds through the sale of obliga- 
tions of borrowers than it did from the issue of its own bonds. Mr. 
Black called attention to the importance of the bank of having the full 
use of its paid-in capital, noting that up to now only the United States 
and Canada have made their subscriptions freely available for loans 
to any borrower and for purchases anywhere. He devoted special 
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emphasis to the collaboration of the bank with member countries 
through general survey missions on programs of development and 
special missions on more specialized problems such as river and valley 
development. Mr. Black concluded with a reminder to the member 
governments of the desirability of encouraging private enterprise in 
industrial ventures rather than relying upon governmental operation. 
He emphasized the important responsibility of the government for 
basic services which are fundamental to industrial and other economic 
development. 

In the discussion of the annual report of the International Bank, 
Mr. Samuel C. Waugh, the alternate Governor for the United States, 
expressed the belief that the bank could reasonably expect its volume 
of lending to continue an upward trend, as the members became more 
familiar with the bank’s policies and the bank in turn established more 
intimate contact with the needs and capacities of its members. He 
suggested that other industrial countries review their ability to release 
for lending more of the paid-in capital they have subscribed to the 
bank to facilitate the activities of the bank. Emphasis was placed on 
the large volume of private participation in bank loans and the exten- 
sive sales of securities from the bank’s portfolio during the past year, 
which demonstrated the growing interest of private investors in inter- 
national lending. Mr. Waugh stressed the key role of private enter- 
prise in economic development and expressed the hope that the IFC 
would be instrumental in stimulating further growth in private for- 
eign investment. He drew attention to the importance of foreign 
investment in providing employment, in bringing into play new 
domestic resources, in providing revenue, training workers, and creat- 
ing markets in the countries where it is expended. It was misleading 
to adopt a narrow balance-of-payments approach to appraising for. 
eign investment by comparing the inflow of new investment with the 
outflow of earnings and capital remittances. Mr. Waugh suggested 
that the bank might well study all aspects of such investment. 

At a subsequent meeting, the International Finance Corporation 
was discussed informally, with Mr. Robert L. Garner, vice president 
of the International Bank, presiding. Mr. Ivar Rooth, the managing 
director of the International Monetary Fund, reviewed the substan- 
tial postwar progress in world trade and payments which had con- 
tinued during the year. He noted that payments difficulties no longer 
tend to be general or worldwide but are associated with particular 
countries and particular problems. He emphasized the importance 
of the fund’s resources as giving confidence to the member countries 
and noted that the actual use of these resources does not effectively 
measure their contribution to improving and strengthening the pay- 
ments position of the free world. Finally, he stressed the great im- 
portance of international monetary and fiscal policies in preventi 
the undermining of the international position of a currency throug’ 
internal inflation. 

At the meeting of the Board of Governors of the International 
Monetary Fund, the United States was represented by Mr. W. Ran- 
dolph Burgess, Under Secretary of the Treasury and temporary alter- 
nate Governor. Mr. Burgess told the meeting that the United States 
was enjoying a most prosperous year with new high levels of gross 
national products and personal income. He emphasized that this 
growth was real, since the purchasing power of the dollar has remained 
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unchanged. Referring to the general world problem of keeping the 
boom under control and avoiding inflation, he noted that our mone- 
tary authorities have been striving to keep the use of credit within 
healthy limits. Progress has also been made in getting the Federal 
budget under control. Mr. Burgess made clear that his government 
could not agree with proposals that the United States pay a higher 
price for gold, as this would be inflationary and conflict with our objec- 
tive of maintaining the stability of the dollar as a sound currency. 
He referred to the large increase in the gold and dollar holdings of 
foreign countries during the past 6 years and noted that the strength- 
ened reserves of western Europe and other countries would not fully 
serve their purpose if they did not lead to a relaxation of restrictions, 
reduced discrimination against dollar transactions, and progress 
toward convertibility. The Under Secretary of the Treasury noted 
with approval the fund’s activities through its consultations with 
members on exchange restrictions and strengthening their currencies 
and its efforts to focus attention on the discriminatory roadblocks to 
effective convertibility, as well as its other activities directed toward 
establishing an improved code of fair practices in international 
opinions. 

The Chairman of the Bank Board, who also served as chairman of 
the joint sessions, was Ahmed Zaki Saad, Governor of the National 
Bank of Egypt. The subject of his opening address was the im- 
portance of economic development in all countries, but especially in 
the so-called underdeveloped countries and the role of the bank and 
fund in connection with it. He cited the activities of both institu- 
tions in making loans and short-term credits, but he emphasized the 
long-run importance of the technical advice member countries can 
obtain in various aspects of economic development, from the bank, and 
in fiscal, monetary, and exchange matters from the fund. 

The separate sessions of the Board of Governors of the fund met 
under the chairmanship of Abdel M. El Kaissouni, Finance Minister 
of Egypt. He recognized the progress made by many member coun- 
tries in relaxing restrictions and moving cautiously but steadily 
toward convertibility, but he pointed to the continuing difficulties of 
other members and asked for a realistic approach by the fund in deal- 
ing with these countries. 

The United Kingdom Governor, Richard Austen Butler, Chancellor 
of the Exchequer, outlined the difficulties which explained the recent 
decline in the international financial position of Great Britain, and 
said that the aim would be to bring about “a better balance of the 
supply and demand for labor and materials at home,” and to “secure 
a stable balance of payments” so as to “strengthen sterling as a 
worldwide international currency.” In this connection, he made this 
statement in an effort to allay rumors respecting possible depreciation 
or fluctuations in the foreign-exchange rate of sterling: 

There has been some discussion recently in various quarters about the nature 
of the United Kingdom’s views on rate policies, so let me repeat what I said in 
the House of Commons on the 26th of July of this year. This is what I said: 
“There is no doubt about the policy of the Government in relation to the ex- 
change value of the pound sterling, and I can give this policy in one sentence. 
It has been and will continue to be the maintenance of exchange parity of 2.80 
dollars to the pound, either in existing circumstances or when sterling is con- 


vertible. In the long run this must depend upon our efforts. Nothing else can 
replace these. I have made it clear that we do not contemplate any early move 
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on any—and I repeat any—aspects of the exchange front. We must, first, go 
through the arduous process of strengthening our international and competitive 
position. My Government has taken no decision on the timing of convertibility 
of sterling nor on the nature of the exchange arrangements after that date. 
It will thus be seen that all discussions and rumors about impending changes 
of the parity of, or margins for, sterling are unrealistic and irrelevant.” 

Mr. Ivar Rooth, in his concluding remarks, welcomed the emphasis 
which Governors had put on the need for careful formulation of 
financial policy so as to deal with inflationary threats before they 
become serious. He remarked, having in mind the proposal of the 
Governors for South Africa and Australia, that the price of gold be 
raised, that a strong and balanced pattern of international payments, 
free of restrictions and discriminations, could come only from “sound 
financial and trade policies applied by each country in a world of 
expanding trade.” 

At the close of the meeting Secretary Humphrey, as Governor for 
the United States, referred to the collective impression growing out of 
the meeting that business conditions in many countries were so good 
that they were causing some concern to the financial authorities in 
those countries. The Disretaty stated : 

What a fine thing it is for the future of the free world that so many of its 
financial advisers can share this awareness of the dangers of the possible excesses 
and the pressures toward inflation which can accompany high prosperity and, if 
not controlled, can lay the foundation for reaction and the difficulties of deflation 
that we would all deplore. 

The 10th annual meeting of the International Monetary Fund was 
very satisfactory. The Board of Governors approved the financial 
statements of the fund for the fiscal year ending April 30,1955. There 
was also approval of major policies which the fund had carried out or 
developed during the year. These particularly included the policy on 
the use of resources of the fund (see Use of the Fund’s Resources, ch. 
IV), the annual consultation with each member maintaining exchange 
restrictions, and the technical advice given members on various finan- 
cial matters. This annual assembly of so many of the officials who 
bear major responsibilities in international and external finance is a 
significant and now well established means of cementing ties through- 
out the free world and contributes in a real way to an improved and 
more stable financial system in the free world. 
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Ill. Tenta Annvat Meerine, Boarp or Governors, INTERNATIONAL 
BANK FoR RECONSTRUCTION AND DEVELOPMENT, INTERNATIONAL 
Monetary Funp 


DELEGATION ATTENDANCE 


Summary 
Number of members heard $60@i.-.........................-.. ae 58 
Se CE GO i iettttieettintnirnetd ee cnenectaneceesnewe _ FO 
Number of Alternate Governors attending.._____-.____-__--_-------- ies 
Number of advisers and others atéeiaing—__..................................... 172 
ee Eg Sr a: 14 


Delegation attendance 
[Reference (*) indicates wife accompanying] 


Members 





I oii apttan li dirisistasiaa a chdaiastiaa 


Fa oo ocd nckdcd ec ctmieennsn 


NE. cdictcbiicdsiecanbaukecomadeoee 


RO... Set cee et ie 


hs. sinciiitk nc etendiecnneageiihes ARIE 





Governors and alternates 





Abdul Malik (B-F), Min- 
ister of Finance and Act- 
ing Minister of Economy. 

Alternates: 

Abdul Karim Hakimi 
(B), Ministry of Fi- 
nance, Kabul. 

Mohammad Sarwar 
(F), Ministry of Na- 
tional Economy. 

Sir Arthur Fadden ! (B-F), 


| 


Treasurer and Deputy | 


Prime Minister. 

Alternates: 

Sir Roland Wilson (B), 
Secretary to Treasury. 

L. H. E. Bury (F), 
ED (B-F). 

Reinhard Kamitz! (B), 
Minister of Finance. 

Eugen Margaretha! (F), 
president, Austrian Na- 
tional Bank. 

Alternates: 

Wilhelm Teufenstein 
(B), Director in Aus- 
trian Ministry of Fi- 
nance. 

Franz Stoeger-Maren- 
pach! (F), member 
of Managing Board of 
Austrian National 
Bank. 

Henri Liebaert! (B), Min- 
ister of Finance. 

Maurice Frere! (F), Gov- 
ernor, National Bank of 
Belgium. 

Alternates: 


Maurice Frere! (B), | 


Governor, National 
Bank of Belgium. 
Joseph Vanheurck (F), 


General Manager, Ad- | 
ministration of Treas- | 


ury and Public Debt, 
Ministry of Finance. 
Franklin Antezana Paz (F), 
President, Central Bank 
of Bolivia. 
Alternates: 
Fernando Pou Munt 


(B). 
Guillermo A. MacLean | 


(F), Vice President, 
Banco Central de Bo- 
livia. 


Advisers and others 


Abdul Tabibi, adviser 
Mr. Nasim, adviser. 


B. B. Callaghan, alternate 
ED (B-F). 


H. R. Woodrow. 


B. E. Fleming. 

J. Lloyd. 

Eduard Schmidt, Secretary 
to the Minister of Finance. 

Hans Kloss, adviser, alter- 
nate ED (B). 


Cecil De Strycker,' adviser 
(B-F), Submanager, Na- 
tional Bank of Belgium. 

Thomas Basyn, ED (B). 

Andre Van Campenhout, 
ED (F). 

Maurice Toussaint, alter- 
nate ED (F). 

Louise Dethise, secretary. 


1 other. 
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Costa 





Governors and alternates 


Eugenio Gudin ! (B-F)_-... 
Alternates: 
Octavio Paranagua (F), 
ED (F). 
Casimiro Antonio Ri- 
beiro (temporary F). 
U Hila Maung (B), Burmese 
Ambassador at Belgrade. 
U Kyaw Nyein (F), Chair- 
man, Union Bank of 
Burma. 
Alternates: 
Bo Khin Maung (B), 
Parliamentary Secre- 
tary. Ministry of Fi- 





nance. 

U Tin Maung (tempo- 
rary F), Secretary, 
Economic and Social 
Board. 


Advisers and others 


Joaquim Candido Gouvea,! 
Filho, alternate ED (F). 


adie muiddulamacdenacbiee isimtennan J. H. Warren, alternate ED 


Alternates: 

A. F. W. Plumptre! 
(B), Assistant Deputy 
Minister of Finance. 

Louis Rasminsky '! (F), 
ED (B-F), Deputy 
Governor, Bank of 
Canada. 

M. D. H. Jayawardena 
(B-F), Minister of Fi- 
nance. 

Alternates: 

R. 8S. S. Gunewardene 
B), Ambassador of 

eylon to United 
States. 

Sir Arthur Ranasinha 
(F), Governor, Cen- 
tral Bank of Ceylon. 

Alternate: 

Felipe Herrera (B-F), 
General Manager, 
Banco Central de 
Chile. 

T. K. Chang (F), Chairman 
of Board, Bank of Taiwan. 

Alternates: 

T. K. Chang (B), Chair- 
man of Board, Bank 
of Taiwan. 

P. H. Ho (F), head of 
Chinese Technical 
Mission, Washington. 


Luis Angel Arango! (B), 
General Manager, Banco 
de la Republica. 

Carlos Villaveces! (F), 
Minister of Finance. 

Alternates: 

Eduardo Arias-Robledo ! 
(B), Assistant Man- 
ager, Banco de la 
Republica, 

Gabriel Betancourt (F)_ 
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Mario Fernandez (B-F), 
Assistant Manager, 
Banco Central de 
Costa Rica. 

Jose Antonio Castro 
(temporary) (B-F), 

Director, Banco Cen- 
tral de Costa Rica. 


(B-F). 

D. J. R. Humphreys, ad- 
viser, Bank of Canada. 

R. Campbell,' adviser, Ca- 
adian Embassy, Ankara. 

Mrs. Lucille Al-Said, secre- 
tary. 


Gamani Corea, adviser to 
Governor, economic ad- 
viser to Government of 
Ceylon. 

Peter P. Abeysekera, ad- 
viser and secretary to 
Governor. 

William Tennekoon, ad- 
viser, alternate ED (B). 


Beue Tann, adviser (F), 
ED (F). 

C. Y. Hsieh, adviser (F), 
alternate ED. 

a. Sen adviser (B), ED 

K. H. King, adviser; Di- 
rector, Currency Depart- 
ment Ministry of Fi- 


nance. 

C. P. Liu, adviser, coun- 
selor, Chinese Embassy, 
Ankara. 

W. Y. Hui, secretary to 
delegation, technical as- 
sistant (F). 

—- Mejia-Palacio, ED 
(B). 





i 
| 
| 
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Delegation attendance—Continued 


Governors and alternates 


Alternate: 

Bernardo Figueredo An- 
tunez (F), Director of 
Monetary Stabiliza- 
tion Fund, National 
Bank of Cuba. 

Svend Nielsen (B-F), Gov- 
ernor, National Bank of 
Denmark. 

Alternates: 

Hakon Jespersen (B), 
Permanent Secretary 
of Ministry of Trade, 
Industry, and Ship- 


ping. 

Ejnar Dige (F), Perma- 
nent 
Ministry of Finance. 

S. Hartogsohn (tempo- 
rary), Deputy Gov- 
ernor, National Bank 
of Denmark. 

J. J. Gomez! (B-F), Gov- 
ernor, Central Bank of 
Dominican Republic. 


Alternates: 
Ramon de Yeaza (B), 
Consul of Ecuador in 


Holland. 
Guillermo Perez Chiri- 
boga (F), General 


Manager, Banco Cen- 
tral del Ecuador. 

Jose Cardenas (tempo- 
rary F), Director, 
Economic Depart- 
ment Banco Central 
del Eouador. 

Ahmed Zaki Saad! (B), 
Governor, National Bank 
of Egypt, ED (F). 

Abdel Moneim E] Kais- 
souni (F), Minister of 
Finance. 

Alternates: 

Albert Mansour ! (B), 
ED (F). 

Ahmed Nabih Younis 
(F), Assistant Under 
Secretary to the Min- 
ister of Finance and 
ae: 

J. Mauricio Duke (B-F), 
Vice President, Banco 
Central de Reserva de El 
Salvador. 

Alternates: 

Luis Escalante-Arce ! 
(B), President, Banco 
Agricola Comercial de 
El Salvador and Di- 
rector of Banco Sal- 
vadoreno. 

Manuel Melendez- Valle 
(F), Vice Manager, 
Banco Central de Re- 
serva de El Salvador. 

Ato Menasse Lemma (B), 
Vice Minister of Finance. 

Alternates: 

Walter H. Rozell, Jr. 
(B), Governor, State 
Bank of Ethiopia. 

Stanislaw Kirkor (F), 
adviser, Ministry of 
Finance. 


Secretary of | 


| 


| 
| 
| 


' 


Advisers and others 





Luis Machado(B), ED (B); 


Torben Friis, adviser, alter- 
nate ED (F). 


Provisional plans include 1 
other delegate with wife. 


Jorge Sol, adviser, alternate 
ED (F). 
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Members 





i A El at ae 


ERE SERN ALC 


Governors and alternates 


Klaus Henrik Waris (B), 
Vice Governor, Bank of 
Finland. 

R. v. Fieandt (F), Gover- 
nor, Bank of Finland. 

Alternates: 





Advisers and others 





Ralf J. G. Torngren! | 


(B), Director General 
of State Treasury Of- 
fice. 

Reino Rossi (F), Head 


of Department, Bank | 


of Finland. 


Pierre Pflimlin ! (B), Min- | 


ister of Finance and Eco- 

nomic Affairs. 
Pierre Mendes-France ! (F) 
Alternates: 
Pierre 
(B). 
Wilfrid Baumgartner 
(F), Governor, Bank 

of France. 


Mendes- France 


Ludwig Erhard (B), Minis- 
ter for Economics. 


Wilhelm Vocke (F), Presi- | 
dent of Board of Manag- | 


ers, Bank deutscher Laen- 
der. 
Alternates: 

Ludger Westrick ! (tem- 
porary B), 
Secretary, Ministry of 
Economics. 


Joachim Von Spindler | 


(temporary B), head 

of Department, Min- 

istry of Finance. 
Hans Kar] Von Man- 


goldt-Reiboldt! (F), | 


Chairman of Manag- 
ing Board of Euro- 


pean Payments Union. | 





Deputy | 


Roger Hoppenot,! ED (B) 

Jean De Largentaye,' ad- 
viser (F), ED (F). 

Maurice Perouse,! adviser, 
alternate ED (B). 

Daniel Dommel,! alternate 
ED (F). 

Jean Saltes,! adviser, Dep- 

| uty Governor, Bank of 

| France. 
Pierre-Paul Schweitzer,' ad- 
viser, Director of Treas- 
ury. 

Bernard Clappier, adviser, 
Director of Foreign Eco- 
nomics Relations in the 
Ministry of Finance and 
Economic Affairs. 

Jean Sadrin, adviser (B-F), 
Director of External Fi- 
nance. 

Guy De Lavergne,! adviser 
(B-F), Director of Ex- 
change Control Office. 

Julien Pierre Koszul,! advis- 
er, Director General, For- 
eign Department, Bank of 
France. 

Jean Cottier,! adviser (B-F), 
Assistant Director, Exter- 
nal Finance. 

Jean Gibert,' adviser, Fi- 
nancial Counselor for the 
Near and Middle East. 

Rene Larre,! adviser, In- 
spector of Finance. 

Joseph Pierre Barre, advis- 
er, senior officer, Foreign 
Department, Bank of 
France. 

Michel Poniatowski, adviser 

| Otto Donner, adviser (B-F), 

| ED (B), alterhate ED (F). 

Otmar Emminger,! adviser 
(F), member of Board of 
Directors, Bank deutscher 
Laender, ED (F). 

Arnold Kramer, adviser 
(B-F), head of Depart- 
ment for Money and 
Credit, Ministry for Eco- 
nomics. 

Alfred Mueller-Armack, ad- 
viser (B-F), head of De- 
partment, Ministry for 
Economics, 

| Georg Vogel, adviser, head 
of Department, Ministry 
of Economic Cooperation. 

Fritz Stedtfeld,' adviser 
(B-F), head, Foreign Ex- 
change Control Divigion, 
Ministry for Economies. 

| Hans Rannow, adviser 
(B-F), Chief of Section, 
Ministry of Finance. 

Graf Hardenberg, adviser 
(B-F), Foreign Trade 
Division, Foreign Office. 
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Delegation attendance—Continued 


Governors and alternates 


Emmanuel Tsouderos ! (B) 
Xenophon Zolotas (F), Gov- 
ernor, Bank of Greece. 


| Alternates: 
John Stephen Pesma- | 
zoglu' (B), Director, | 


CIN oa. 5 cc dcncnasvicgdneeenoenin 


Ns Citticeaahenesivaesen didiagantkes nti 


Honduras 





es ee tah tae eee cee 


Rp atescnke 


eg Ue CN dcennposusieue 


69155—55——_2 


Bank of Greece. 


Charalambos Theodoro- 
poulos (F), Bank of | 


Greece. 
Gustavo Miron 
Alternate 
Monetary Board. 
Alternate: 


(B-F), 


President, | 


Gabriel Orellana (B-F), | 


President, 
Guatemala. 
Clement Jumelle ! (B), See- 
retary of State for Finance. 
Alternate: 

Arthur M. Herres (tem- 
porary F), Vice Presi- 
dent and Manager, 
Commercial Depart- 
ment, Banque Na- 
tionale de la Republi- 
que d’Haiti. 

Guillermo Lopez Rodezno 
(B), President, Banco 
Nacional de Fomento. 


Pedro Pineda Madrid (F), | 


Minister of Economics. 
Alternates: 

Rafael Callejas (B), 
Manager, Banco 
Nacional de Fomento. 

Roberto Ramirez (F), 
President, 
Bank of Honduras. 

Jon Arnason ! (B), ED (B) 
Bjorn Olafsson ! (F)_.-.-..-- 
Alternate: 

Thor Thors (B-F), 
Minister of Iceland to 
the United States. 


Alternates: 

Benegal Rama rau (B- 
F), Governor, Re- 
serve Bank of India. 

B. K. Nehru (tempo- 
rary B), Joint Secre- 
tary, Finance Minis- 


try. 
H. M. Patel (temporary 
F), Secretary, Fi- 
nance Ministry. 
Sjafruddin Prawiranegara ! 
(F) Governor, Bank Indo- 
nesia. 


Banco de | 


INTERNATIONAL BANK AND MONETARY FUND MEETING ll 


Advisers and others 


Karl-Heing Drechsler, ad- 
viser (B-F), Group Chief 
for International Yinan- 
cial Affairs in the Federal 
Ministry for Economics 

Heinrich Hartlieb'! (B-F), 
member of Board of Direc- 
tors, Bank deutscher Laen- 
der 

Curt L. H. Erbstoesser, ad- 
viser (B-F), Director, 
Bank deutscher Laender. 

Dankmar Seibt, aid to Dr, 
Erhard. 

Klara Josefa Grosse-Sch ware, 
interpreter to Dr. Erhard. 

Miss Bilda, Secretary 

Costa P. Caranicas, adviser; 
alternate ED (F). 


Mario Asturias, adviser, 
Manager, Banco de Guate- 
mala, 


| Joseph Chatelain, adviser 


Central | 


(F), Chief of Statistical 
and Research Depart- 
ment, Commercial De- 
partment, Banque Na- 
tionale de la Republique 
da’ Haiti. 


Vilhjalmur Thor,! adviser; 
General Manager, Na- 
tional Bank of Iceland. 

Svanbjorn Frimannsson,! 
adviser, Assistant Man- 
ager, National Bank of 
Iceland. 

G. R. Kamat, ED (B). 

P.S. N. Prasad, ED (F). 

V.G. Pendharkar, alternate 
ED (B-F). 


P. N. Kaul. 


Mrs. F. Miller. 
Miss D. Irving. 


Soetikno 
ED (B). 

Zairin Zain, adviser, Minis- 
ter Plenipotentiary. 


Slamet, adviser, 
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Iran 
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Israel 


See. .Lecus ae 


Japan. -..-- 
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MONETARY 


Delegation attendance—Continued 


Governors and alternates 


-| Alternates: 


Loekman Hakim (B 
Deputy oversee’ 
Bank Indonesia. 

Mr. Soegiarto (F), 
Treasurer General, 
Ministry of Finance. 


FUND MEETING 





Advisers and others 


| Bian Tie Khouw, delegate 


| 
| 
| 


Ali Asghar Nasser! (B-F), | 


Governor, Bank Melli. 


| Alternates: 


Djalaleddin Aghili (B), 
Director, 
Department, 
Melli. 


Research | 
Bank | 


Mohammad Mehdi | 


Samii (temporary F), 

adviser to Executive 

Board, Bank Melli. 
Dhya Al-Deen Jafar! (B), 


Minister of Finance Ab- | 
dulilah Hafidh (F), Gov- 


ernor General, National 
Bank of Iraq. 
Alternates: 
Mudhaffar H. Jamil 


(B), Director of Sta- 
tistics and Research, 
National Bank of 
Iraq. 

Salih A. A. Kubba (F), 
Director of Foreign 
Exchange, National 
Bank of Iraq. 

David Horowitz (B-F), 
Governor, Bank of Israel. 

Donato Menichella (B), 
Governor, Bank of Italy. 

Ezio Vanoni! (F), Minister 
of Budget. 


| Alternates: 


Giorgio Cigliana-Piazza! 
(B), representative, 
Ufficio Italiano 
Cambi, New York. 

Ugo La Malfa (F), 

member of Chamber 
of Deputies. 


Hisato Ichimada (B-F), 
Minister of Finance. 
Alternates: 

Takeshi Watanabe 
(temporary B-F), 
Envoy Extraordinary 
and Minister Pleni- 
potentiary of Japan. 
Gengo Suzuki (tempo- 
rary B-F), Financial 
Commissioner, Minis- 
try of Finance. 

Takeo Takanashi (tem- 

porary B-F), Director, 
Bank of Japan. 





in aus of Bank Indo- 
nesia. 

I. Batangtaris, adviser, offi- 
cial, Ministry. of Finance 

Mrs. F. M. . Kalangie, 
Secretary. 

Miss Rampen, secretary. 

1 other. 


Carlo Gragnani, !ED (F). 


Felice Pick, adviser, alter 
nate ED (b). 


Paolo Baffi, adviser, Chief 
of Research Department 
Bank of Italy. 


Attilio Cattani, 
Ambassador, 
General for 
Affairs 

Alfredo Ot Cristina, adviser, 
Director General for 
aeeney at Ministry of 


Lain Attilio Jaschi,! 
adviser, Director General 


adviser, 
Director 
Economic 


for Foreign Exchange, 
Ministry of Foreign 
Trade. 


Giorgio Rota, Secretary of 
Delegation, Counselor, 
Ministry of Treasury. 

Takeo Yumote, adviser, ED 
(B-F) 


Shichiro Murai Secretary to 
Minister of Finance. 

Tokusaburo Fujisawa, 

adviser, Bureau Chief, 
Bank of Japan. 

Naokado Nishibara, adviser, 
Financial Counselor, Em- 
bassy of Japan in the 

United Kingdom. 

Kazuo Ichihashi, adviser, 

First Secretary, Embassy 


of Japan in Turkey. 
Kiyoshi Suganuma, adviser, 
Second Secretary, Em- 
bassy of Japan in Turkey. 
Hikoichi Shiojiri, adviser, 


Assistant Attaché, Em- 
bassy of Japan in Turkey. 





<Any 


die 


ane eA 


Lebanon. -... 


Luxembourg 


OI vcctcdciccteciscccpbes Liha J. Van De Kieft ! (B), Min- | 
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| secretary, 
| Eeonomy. 


Delegation attendance—Continued 


Governors and alternates 


Hamad Farhan (B), Under- 
Ministry of 


Izz Eddin Rutti (F), Under- 
secretary, Ministry of Fi- 
nance. 

Alternates: 

Yacoub Iwais(B), Head, 





Trade Section, Minis- 
try of Economy. 


Abdul Kareem Homood 
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Advisers and others 


J. C. Deeks, adviser (F), 
Controller of Currency 


(F), Assistant Con- | 


troller of Currency. 
Yu Taik Kim (B), Gover- 
nor, Bank of Korea. 
Alternate: 
| Yu Taik Kim (tempo- 
rary F), Governor, 
Bank of Korea. 


Andre Tueni! (B), Director 
General of Public Works. 
Pierre Edde (F), Minister 
of Finance. 
Alternates: 
Raja Himadeh ! (B) Fi- 
nancial Controller. 
| Farid Solh (F), 
cial Controller. 
Pierre Werner (B-F), Min- 
ister of Finance. 
Alternates: 


Finan- 


Chi Yong Lee, adviser, Di- 
rector, Bureau of Finan- 

| cial Institutes, Ministry 
of Finance. 

| Byong Hyun Shin, adviser, 
Vice Manager, Research 
Department, Bank of 


ores. 
| Charles Marchal, adviser 


Joseph Oughourlian, ad- 
viser. 


Michel Tasso, adviser 


Rene Franck (B), Com- | 


missioner of Bank In- 
spection. 


Envoy 


Extraordinary | 


and inister Pleni- | 


| Hugues Le Gallais ! (F), 
| petpattons to Wash- 
jini “Carrillo Flores ! 
(B-F), Secretary of Fi- 
nance and Public Credit. 
Alternates: 

Jose Hernandez 
gado! (B), 
General of Nacional 
Financiera. 

Rodrigo Gomez! (F), 
Director General, 
Bank of Mexico. 


ister of Finance. 
M. W. Holtrop (F), Pres- 
ident, Netherlands Bank. 
Alternates: 

A. M. De Jong (B), Di- 
rector Secretary, 
Netherlands Bank. 

E. Van Lennep' (F), 
Treasurer-General, 
Department of Fi- 


nance. 
Guillermo Sevilla-Sacasa 


(B), Ambassador of Nica- | 


ragua in United States. 
Leon DeBayle (F), General 
Manager, National Bank 
of Nicaragua. 
| Alternates: 
Alejandro Baca Munoz 
(B), Vice Minister of 
Economy. 
Jorge Alberto Monte- 
alegre (F). 


Del- | 
Director | 


Javier Marquez, adviser, 
Economist, Bank of Mex- 


ico. 

Jose Luna-Guerra, adviser, 
ED (F). 

Adrian Lajous, adviser, 
New York representative, 

| Banco Nacional de Com- 

| ercio Exterior, 8S. A. 

| Adolfo Crespo, adviser, 

| Banco de Mexico, 8. A. 

Juan Gallardo Moreno,! ad- 

viser, Director, “‘Asegura- 
dora Mexicana.” 

D. Crena De Iongh,! ad- 
viser, ED (B-F). 

| H. M. H. A. Van Der Valk, 
adviser, alternate ED (F). 

Miss G. A. Koen, adviser, 
Economic Adviser, Neth- 
erlands Bank. 

Miss M. QG. 
secretary. 

Miss Van Reen, secretary. 


Van Beek, 
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Delegation attendance—Continued 














Members | Governors and alternates Advisers and others 
er i. sie hd kd he 2g | Arne Skaug (B), Minister | Johan Z. Cappelen, alter- 
| _ of Commerce. | nate ED (B). 
| Erik Brofoss (F), Governor, | Alf Eriksen, adviser (B-F), 
Bank of Norway. Subdirector, NorgesBank. 
Alternates: | Gabriel Kielland, adviser 
| Ole Colbjornsen (B),| (B-F), head of Depart- 
Chairman and Direc- | ment, Norges Bank. 


tor, Norwegian Board | 
of Eca@nomic Defense | 
Preparedness. | 
Christian Brinch (F), | 
Chief of Exchange | 
Department, Royal 
Norwegian Ministry | 
of Commerce. 
Pakistan-.--__- Fe i inbesnnehiunaainhne hase ole EE i eanausa tien we icine mii 1 secretary. 


Abdul Qadir (F), Gov- 
ernor, State Bank of 
Pakistan. 

Mohammad Shoaib 

| (temporary B-F), ED 

| (B). 

Mian Aminuddin (tem- 
yrary B-F), Am- 
yassador for Pakistan 
in Turkey. 

Vaqar Ahmed (B), Fi- 
nancial Adviser (De- 
velopment), Ministry 
of Finance. 

ES. 8 cos atnotagcanewebaebeecsouereen Joaquin Jose Vallarino! 

| (B), Ambassador from 
Panama to the United 
States. 

Alternate: 

| Jose D. Crespo ! (F), 

Deputy, National Leg- 

islative Assembly. 

IG occ cvs cnmcinscnsndeebsustenatee Epifanio Mendez (F), Presi- 
dent, Banco Central del 
Paraguay. 

Alternate: 

Julio Cesar Kolberg (B), 
Director of Depart- 
ment of Issue and 
Control, Banco Cen- 
tral del Paraguay. 

PE 8 oS a EE oie ccapninenanckee Fernando Berckemeyer ! (B),| Enrique Bellido, adviser(F). 
Ambassador of Peru to | Luis Dibo, adviser (B). 
United States. | Carlos Gibson (B), commer- 

Andres F. Dasso (F), Presi- cial counselor, Peruvian 
dent, Banco Central de Embassy. 

Reserva del Peru. 

Alternates: 

Emilio Foley (B), Gen- | 
eral “Manager, Banco 
de Fomento Agrope- | 
euario del Peru. 

Emilio G. Barreto (F), 
Head of the Research 
Division, Banco Cen- 
tral de Reserva del 
Peru. 

PIE os UL BIS ec cp nae cd ..| Miguel Cuaderno, Sr. (B- | Jose Leido. 

F), Governor, Central | Nicanor Tomas, 
Bank of the Philippines. Benito Legarda. 

Alternates: | Francisco Dalupan. : 

Mariano Laurel (B) 

Augusto Francisco (F) -_| 





a te eaten elt testinal INL xsl a taste cat OF = a i Rat ratte tk A OER A TEDL ANN NONE me 


OID iin hectic icccecss cacen ted epasnae Gunnar Lange (B), Min- | 8.T.G.Akermalm, adviser, 
ister of Civil Service ED (F). 
Affairs. 


Per Asbrink (F), Governor, 
Sveriges Riksbank. 4 
Alternates: | , 
Ake Lundgren (B), Gen- 
eral Manager, Sver- 
iges Riksbank. 
Leif Belfrage (tempo- 
rary F), Deputy Sec- | 
retary General, Min- 
istry for Foreign | 
Affairs. 
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Delegation attendance—Continued 


Members 


Governors and alternates 








Husni A. Sawwaf (B), Sec- 
retary General, Ministry 
of National Economy. 

Alternate: 

Awad Barakat (F), Di- 
rector General, Min- 
istry of Finance. 

-- -----| Serm Vinicchayakul'! (B), 
Governor, Bank of Thai- 
land. 

Prince Viwat! (F), Privy 
Councilor. 


Pe Ea 


Turkey--.-.-.....- Hasan Polatkan (B-F), 


Minister of Finance. 
Alternates: 

Mehmet Izmen (B), 
Under Secretary, 
Ministry of Finance. 

Burhan Ulutan (F), 
Director General of 
the Treasury. 


Union of South Africa 


| Eric H. Louw! (B-F), Min- 


ister of Finance and Exter- 


nal Affairs. 
Alternate: 


Daniel Henrik Steyn | 


(F), Secretary for 
Finance. 


United Kingdom Richard Austen Butler (B- 


chequer. 
Alternates: 
Sir Leslie Rowan (B). 
Sir George Bolton (F) 
Sir Edward Boyle (tem- 


porary), Economic | 


Secretary. 


ite Ss ¢ 
United States... -s: George M. Humphrey! 
| (B-F), Secretary of the 
Treasury, Chairman, Na- 
tional Advisory Council. 
| Alternates: 
Samuel C. Waugh! 
(B-F), Deputy Under 
Secretary of State. 


W. Randolph Burgess ! | 


| (temporary), Under 
Secretary ofthe Treas- 
ury. 

Andrew N. Overby! 
(temporary), Assist- 
ant Secretary of the 
Treasury, ED (B). 

Frank A. Southard, Jr. 
(temporary), special 
assistant to the Secre- 
tary of the Treasury, 
ED (F). 
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F), Chancellor of the Ex- | 
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Advisers and others 


Provisional plans include 2 
others. 


Pipat Krairiksh, adviser, 
Secretary to Governor, 
Bank of Thailand 

Bua Sajisevi, adviser, Assist- 
ant Secretary to Governor, 
Bank of Thailand. 

Boonma W ongswan, adviser, 
alternate ED (F). 

Nail Gidel, adviser, Director 
General of Central Bank. 

Munir Mostar, adviser, 
Financial Counselor to 
Turkish Embassy, Wash- 
ington. 

Fadil Hakki Sur, adviser, 
| professor of economics, 
| Ankara University 

Kamal Kurdas, adviser, 
Assistant Director Gen- 
eral of Treasury. 

H. W. J. Jacobs, adviser, 
private secretary to Min- 
ister of Finance and Ex- 
ternal Affairs. 

Miss C, de Villiers, typist. 


| Viscount Harcourt,! ED 
(B-F). 

Louis Petch, adviser, pri- 
vate secretary to Chan- 
cellor. 

T. H. Cauleott, adviser, 
private secretary to Eco- 
nomic Secretary. 

| Sir Robert Hall, adviser. 

Sir Edgar Cohen, adviser. 

A. W. France, adviser. 

A. M. Stamp, adviser, tem- 
porary ED (F). 

R. H. Belcher, adviser. 

D. A. V. Allen, adviser. 

C. W. Fogarty, adviser. 

A. E. W. Williams, confer- 
ence officer. 

C. E. Loombe, adviser. 

|Miss Winward, conference 
clerk. 

| Miss Storey, secretary. 

Miss Hughes, secretary. 

Miss Randall, secretary. 

Miss Buley, secretary 

Miss V.G. Berry, secretary. 

2 Security guards. 

Homer E. Capehart,' mem- 
ber, Senate Banking and 
Currency Committee. 

J. Allen Frear, Jr.,! member, 

| Senate Banking and Cur- 
rency Committee. 

Avra M. Warren,! United 
States Ambassador to 
Turkey. 

William McChesney Mar- 
tin, Jr.,! Chairman, Board 
of Governors of the Fed- 
eral Reserve System, 
member of the National 
Advisory Council. 

John H. Hollister,! Director, 
International Cooperation 
Administration, Depart- 
ment of State. 

Glen E. Edgerton, Presi- 
dent and Chairman, Ex- 
port-Import Bank, mem- 
ber, National Advisory 
Council. 
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Members Governors and alternates Advisers and others 


United States ‘ | Joseph M. Dodge, special 

assistant to the President. 

Gabriel Hauge,' administr 

tive assistant to the Presi- 

dent. 

Nils A. Lennartson, assist- 
| ant to the Secretary of the 
| ‘Treasury. 
| John S. Hooker, alternate 

ED (B-F). 

George H. Willis, Director, 
Office of International Fi- 
nance, Treasury Depart- 
ment. 

Elting Arnold, Assistant 
General Counsel, 
ury Department. 

Jack C. Corbett, Director, 
Office of International Fi- 
nancial and Development 
Affairs, Department of 
State. 

Henry J. Bittermann, Senior 
Financial Adviser, Treas- 
ury Department. 

May Alexander, secretary. 

Gertrude Brehl, secretary. 

2 other secretaries. 





Nilo Berchesi ! (B) 
Alternate: 
Carlos Sanguinetti ! (F)- 
Jose Joaquin Gonzalez Gor- | Ernesto Peltzer, adviser, 
rondona! (B-F), First economic adviser, Banco. 
Vice President, Central Central de Venezuela. 
Bank of Venezuela. Felix Méiralles,! adviser, 
Vice President, Banco 
Nacional de Descuento. 
| Alternate: 

F. Alfonso Ravard (F)_.| Hernan Avendano, adviser,. 
head economist, Petro- 
leum Section, Banco Cen- 
tral de Venezuela. 

Milentije Popovic! (B), | A. Tasic, adviser, alternate 
member, Federal Execu- ED (B). 
tive Council. 

, cacietes ERG aha tier meas wenenaeut _| Nenad Popovic ! (F), Pleni- 

| potentiary Minister, Sec- 
retariat for Foreign Affairs. 

Alternates: 

Vojin Guzina! (B), | 

overnor, National 
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VERBATIM REPORT OF THE OPENING CEREMONIES AND FIRST 
JOINT SESSION 


Conference hall, Law Building, University of Istanbul, Istanbul, Turkey, Mon- 


day, September 12, 1955, at 10 a. m—-The Honorable Ahmed Zaki Saad (Egypt), 
Chairman 


The CHAIRMAN. The 10th annual meeting of the Boards of Governors of the 
International Bank for Reconstruction and Development and the International 
Monetary Fund will now come to order. 

I am happy to begin these proceedings with an address by the Governor for 
Turkey. The translation of his address is before you. We have now to hear 
His Excellency Hasan Polatkan, Minister of Finance for Turkey. 

The GOVERNOR FoR TURKEY (Speaking in Turkish [translation]). Mr. Chairman, 
honorable members of the Boards of Governors, it gives me pleasure to convey 
to you the great happiness which the Turkish people and the Government of 
Turkey share with the residents of Istanbul that the 10th annual meeting of the 
International Bank for Reconstruction and Development and the International 
Monetary Fund is held in Istanbul with the participation of such distinguished 
personalities. 

While endeavoring to prepare the necessary basis for the propagation of peace, 
nations of the world which emerged exhausted from the calamities of the war 
have dwelt with emphasis on the past and prospective role of international 
economic and social solidarity, and they have formed the conviction that it is 
only through such solidarity that peace could be established and that humanity 
could attain prosperity and happiness. The twin institutions of the International 
Bank for Reconstruction and Development and the International Monetary Fund 
are the fruits of these thoughts and the best means for their implementation. 

Thanks to the display of solidarity and mutual aid, the nations of the free 
world, which was delivered from a great catastrophe only 10 years ago, have ex- 
perienced a great measure of relief and development within a short period of 
time. Obviously, it is proper that we should all take great pride and pleasure in 
the results that have been achieved. 

However, there is much ground to be covered and many a task to be performed 
to bring prosperity and happiness to suffering humanity. 

In order to reach our objectives it is required that we should greatly accelerate 
our efforts at solidarity and that we should endeavor to overcome with greater 
courage the difficulties confronting us. 

The member nations of these two institutions, whose Boards of Governors are 
now meeting here, are convinced of the necessity for joint action in the solution 
of their common problems. This conviction is the greater assurance that the 
difficulties, regardless how great they are, will be gradually overcome and that 
the nations through their joint effort will realize a brighter future. 

With this belief, I wish that the 10th annual meeting of the Boards of Gov- 
ernors of the International Bank for Reconstruction and Development and the 
International Monetary Fund will be even more successful than in previous years 
and that the sojourn of our guests in Istanbul will be profitable and pleasant. 

The CHAIRMAN. We thank the Governor for Turkey for his gracious welcome. 

I should like now to avail myself of the honor of making some remarks. Gov- 
ernors, ladies and gentlemen, it is my privilege and that of my colleague, Dr. 
Kaissouni, to welcome you most cordially to this joint session of the 10th annual 
meeting of the Boards of Governors of the Internatinal Bank for Reconstruction 
and Development and the International Monetary Fund. In particular, I am 
happy to welcome the honorable representatives of Afghanistan and the Republic 
of Korea, which joined the bank and the fund during the year. 

On behalf of all the Governors, I wish to extend warm greetings to the Turkish 
people and the Turkish Government. We thank our host country for the arrange- 
ments they have made and for the opportunity afforded us to meet in this his- 
toric crossroads between the East and the West. 

I am particularly happy that this meeting is being held in this great and 
beautiful city of Istanbul which symbolizes the rich and glorious history of the 
past together with the achievements and aspirations of modern Turkey. This 
meeting offers a unique opportunity to many of the Governors to visit some of 
the many historic places in Turkey and also to visit some of the neighboring 
countries of the Middle East, the birthplace of many great civilizations. I can 
assure you of the welcome and hospitality which is our tradition. We want 
you to know these countries, to understand their problems, and to realize their 
prospects. 
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Our two institutions are approaching the end of their first decade. With this 
anniversary in mind, and from the vantage point of this meeting place, I want 
to say something about economic development, and about the role of the bank 
and the fund in connection with it. 

There is no country in the world whose people and government do not recog- 
nize that orderly and continuous economic growth is the indispensable basis of 
welfare. This is true of countries in all stages of development, from the greatest 
industrial power to the smallest so-called underdeveloped country. If the ad- 
vanced industrial countries fail to maintain a substantial rate of growth of the 
economy, the results will appear in declining employment and a lower standard 
of life. In the case of France, for example, a recent estimate is that 1% million 
jobs must be created in the next 10 years if the economy is to keep pace with 
population growth. But the underdeveloped countries are goaded by an even 
sharper necessity to attain and maintain a satisfactory rate of growth. Starting 
as they do from a lower standard of living, they must find ways of increasing 
production not only to deal with annual population growth but to augment con- 
sumption per capita. 

Economic development, is, then, the universal need. But it presses most ur- 
gently for satisfaction in the underdeveloped countries. The reasons are clear— 
they arise from the characteristics of the economies of these countries and from 
the special difficulties confronting economic development in them. 

First, the underdeveloped countries are under intense social and political 
pressures to speed up their economic growth. Direction and momentum are even 
more urgently needed in these countries than in the industrially advanced coun- 
tries. If these countries are to develop integrated and diversified industry and 
agriculture within any reasonable period of time they must find ways of acceler- 
ating the building of the basic physical plant of a modern economy, particularly 
in the fields of communications and power. 

Second, the mobilization of domestic savings is no less essential in under- 
developed countries than in industrially advanced countries, and yet is much 
more difficult. It is no less essential because every country must rely primarily 
on its own savings for economic development. Let me cite one example of this. 
Canadian economic expansion in the last 10 years has been so dramatic in speed 
and scope as to attract wide interest. Foreign capital has shared in this ex- 
pansion ; but the striking fact is that about 95 percent of net capital formation in 
Canada since the war has come from domestic savings. To mobilize savings in 
most underdeveloped countries is difficult, and if the country is poor the total sav- 
ings will be disappointingly small in any event. But to induce these savings and 
to make them available for national economic development it is necessary to 
change investment habits, to improve and even to estabiish financial institutions, 
to reform the fiscal system and ‘to perfect and safeguard the currency and the 
foreign exchange system. 

Finally, foreign capital must be encouraged because it is a vital element in 
economic development. Even though chief reliance must be placed on domestic 
savings, imported capital is an essential supplement. To cite again the case of 
Canada, only a small part of total investment since the war has come from 
abroad, but this imported capital has helped to accelerate Canadian development. 
It has provided funds for industries such as petroleum and iron ore, where large 
amounts of capital are needed for a single investment, and it has given Canada 
access to foreign technology on a wider scale. Of course it is not enough for 
the underdeveloped countries to provide opportunities for foreign capital. The 
developed countries on their part must continue their efforts to facilitate the 
flow of capital to other parts of the world. 

I should now like to comment on the contributions which the bank and the 
fund have made in instituting a concerted attack upon these problems. I 
attended the inaugural meeting of the Boards of Governors of the bank and 
fund in Savannah in 1946 and have attended all of the annual meetings since 
then. Moreover, I have been in a position to observe closely the concrete assis- 
tance rendered by these two institutions over the past decade, in their day-to- 
day consideration of specific problems confronting individual member countries. 

I have pointed out that economic development requires financing, technical 
skills, and stable economies. The bank and fund have been able to make notable 
contributions toward all three. 

As regards financing, the main responsibility lies with the bank. In the past 
decade the bank has made loans totaling over $2 billion to some 40 member 
countries. It has provided an important instrument by which underdeveloped 
countries can tap the savings of the industrial countries. The bank has in the 
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past year achieved new successes in its drive to enlist private capital in develop 
ment work. It raised almost $100 million through sales of its borrowers’ obli- 
gations. Even more striking was the development by the bank of a new way of 
making external government bonds suit the taste of investors in major capital 
exporting countries. By linking loans to public bond offerings in the United 
States, the bank helped to add $45 million to the international flow of capital. Let 
us turn for a moment to the bank’s lending. Since the close of the financial year, 
u further $112 million has been lent—all of it in the underdeveloped regions. 
But in the future to which we may look forward we hope to see the bank playing 
in the Middle East countries and other underdeveloped countries a more active 
role as lender and technical adviser—and, perhaps, also as borrower. 

The fund has had transactions with 27 member countries exceeding $1 billion. 
These transactions, while not directly related to specific development projects, 
have helped to provide the stability of international trade and payments which is 
necessary for progress in development. 

The loans of the bank and the transactions of the fund are published facts and 
are well known throughout the world. I should like, therefore, to lay particular 
emphasis on the contribution which these institutions make in the field of techni- 
cal knowledge. As an integral part of pursuing its objectives each institution 
has, of necessity, mobilized a vast store of technical ability which is constantly 
available to member countries. 

Member countries have found the fund an unfailing source of sound technical 
advice in the financial field. This advice has dealt with matters such as public 
finance, central and commercial banking, and foreign exchange matters, I know 
that many of you present here today have, during the course of the past few 
years, consulted personally with the fund’s experts on these matters. From my 
contacts and conversations with you I know, too, that the fund’s advice, given 
during these consultations, has been of considerable assistance to you. The 
fund’s chief intent has been to help members to achieve and maintain sound 
currencies, and to deal effectively with inflation, particularly under the stress of 
aggressive development programs. As to foreign exchange, the fund has contin- 
uously sought to advise members how best to maintain, or to work toward, a con- 
vertible unitary exchange rate which is the core of the exchange system envisaged 
in the fund’s articles. The remarkable improvement in international payments 
that has taken place in recent years has, in large part, been the result of the 
sounder monetary policies pursued in many member countries. The fund has 
been unremitting in urging such policies on its members; and in many instances 
the measures that were taken are the direct consequence of the technical knowl- 
edge made available by the fund. 

The bank, on its part, has brought to member countries a great store of tech- 
nical knowledge, otherwise not likely to be available to the country concerned, 
in its consideration of specific projects and overall development programs. It 
has made broad development surveys. It has brought international experience 
to bear on the complex problems of development, recruiting experts from many 
member countries. Not only in large missions, not only in providing experts for 
special problems, but also in the course of its day-to-day lending problems, the 
bank has taken the opportunity to give specialized technical help where it has 
been needed. 

I should now like to look forward a moment to our second decade, which is 
about to begin. If we approach the future with aggressiveness and diligence, 
tempered by prudence, there can be large advances in economic development in 
the next 10 years, and the bank and fund can be of great assistance. Both of our 
institutions are well prepared to make continuing and expanding contributions 
to development, and thus to the general welfare of all members. 

The bank is already giving increasing attention to underdeveloped countries, 
as the period of postwar reconstruction draws to an end. A new institution, the 
International Finance Corporation, is also being formed under the supervision 
of the bank. This should help to make a modest beginning in making new types 
of investment, and also facilitate the flow of private capital to desirable projects. 
I hope that the bank will continue to seek out new ways in which it can be of 
assistance to its members, and particularly those in the most urgent need of 
economic development. 

The fund is similarly well prepared to be of continuing assistance in the 
future. It is in a very liquid position. There will be many times in the future 
when member countries will need to draw on the fund, and I am sure that under 
its present policies as described in the annual report the fund can take care of 
all appropriate requests. 
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But in my view the consultative and advisory services of the fund promise 
even more benefit. This is true of most countries which have so much yet to 
do to perfect their financial institutions and to strengthen their currencies so 
that there may be success in the task of economic development. The fund’s 
trainee program has already proved a success and should be augmented. As a log- 
ical extension of its training activities, the bank is starting an institute for 
training senior officials of member countries in the problems of development. 

The bank and fund are ideally placed to help members. They can send mis- 
sions quickly—whether one expert or several. They can give their advice quietly 
and without publicity—which is often an absolute necessity in the financial field. 
I hope the bank and fund will be vigilant and energetic to maintain their staffs 
large enough in numbers and high enough in capability and experience so that 
they can be prepared to give even greater and more effective service to their 
members. 

As we begin this meeting which brings the bank and fund close to the end of 
their first 10 years, I wish them a vigorous and courageous and effective second 
10 years. 

Gentlemen, several governors have expressed a wish to respond to the opening 
remarks. I shall call upon the Governor for the United Kingdom first. 

The GovERNOR FOR THE UNITED Ktnaepom. Mr. Chairman and fellow delegates, 
I am very much honored to be able to express among the first our gratitude to the 
Turkish Prime Minister for the gracious message which was read to us by his 
distinguished Finance Minister. 

It is for me and my Government a great pleasure to visit Istanbul and to bring 
au message from my own Prime Minister who was unfortunately prevented from 
visiting Turkey earlier this year for a variety of important reasons. It is 
naturally for me a great pleasure to visit Turkey at all as this is my first visit. 
I am inspired by the traditional friendship between my country and Turkey 
cemented as it is with a series of alliances. 

We are therefore very fortunate to be here as guests of a host Government not 
only renowned for its hospitality, which some of us have already enjoyed, but 
a Government which we admire for the energetic efforts which it is making to 
develop its country’s economy and deal with the troubles which some of us know 
too well about. 

Our relations—that is, the relations between my country and Turkey—in the 
commercial and economic fields are of long standing and go back to Elizabethan 
times. We have had excellent relations throughout these years, and I see no 
reason why we should not continue this happy contact together. 

What is important for all of us at this opening session is to realize that we 
all have an opportunity of getting to know Turkey even better than we did 
before. We shall leave, I am sure—and I hope we shall not leave too soon— 
enchanted by this country and its people, and shall be, as all who visit this great 
country, complete Turkophiles. 

With relation, sir, to the agenda which is before us this week in the meetings 
of the bank and the fund, I do not propose on this occasion to go into it in great 
detail, for the reason that I am scheduled, as another of our most distinguished 
allies would say, to make a couple of speeches in the very near future. I would 
simply like to take up the eloquent remarks of our Chairman this morning. 

Our chairman has referred to the successes of the first 10 years, and has asked 
us to combine 3 virtues: aggressiveness, which I call aggression; diligence, 
which I call hard work; and prudence, which I feel is a distinguishing charac- 
teristic of the Directors of the bank and the fund. 

Sir, if we are inspired with these 3 characteristics we can make the next 10 
years even more distinguished than those which have just passed. Moreover, 
we can use the experience of these 10 years in framing the ideal future, to 
enable us from that experience to adapt our ideal conditions to the realities which 
each of our separate countries have from time to time to face. I think it is that 
task which will occupy us during the next 10 years. We can find few laurels and 
few crowns which have not already been picked up and placed upon the heads of 
Mr. Black and Mr. Rooth. Let us search for further decorations for these dis- 
tinguished persons who have helped us so much in the past and whose distin- 
guished record, friendship, and leadership mean so much to us at this meeting. 

It is with real pleasure that I and my Government participate in this opening 
session and in this meeting of the bank and the fund. 

The CHAIRMAN. Now I call on the Governor for Afghanistan. 
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The Governor For AFGHANISTAN. Mr. Chairman, fellow Governors, and dis- 
tinguished guests, I am honored and delighted to participate for the first time 
as the first Governor and representative of Afghanistan to the Boards of Gov- 
ernors meeting of the International Bank for Reconstruction and Development 
and the International Monetary Fund. It is a privilege to find myself in the 
midst of great world personalities who are gathered here in an atmosphere of 
good will, confidence, and cooperation. For a long time my country has had 
the desire to join these two great international organizations. Now that our 
will and wishes are fulfilled and Afghanistan has become a formal member of 
these institutions, I wish on behalf of my Government, my delegation, and 
myself to express my gratitude. We honor the day on which 11 years ago the 
structure of the bank and fund was outlined by the distinguished representa- 
tives of the 44 nations in Bretton Woods. Not the least we value the services 
of those who during the last decade have taken the initial responsibility for 
operating and administering the bank and the fund, and with due respect I 
say that they rendered valuable services in building and strengthening these 
world financial organizations and thereby the world economy. 

The bank and fund have done, and could do, much to eradicate poverty and 
distress from the wars and thus bring about higher living standards, increased 
productivity and purchasing power. 

Afghanistan is rich in natural and mineral resources, but shortage of capi- 
tal and technical know-how has hampered the utilization of these resources 
to the extent that even agricultural production and techniques are still in 
their primitive form. 

In the light of these needs and shortages, development programs within 
the framework of the national plan for economic development have been 
launched. Priority is given, and great efforts have been made, to increase agri- 
cultural output, improve transportation, and expand our international trade. 
However, it is well known that the tempo of economic development, especially 
in underdeveloped countries, has been hampered by lack of capital. Our needs 
in this regard are expressed in great detail in a statement which is being 
circulated separately to the delegations. 

Before ending my brief statement I would like to offer our gratitude to the 
Republic of Turkey and the Turkish people for inviting us to Istanbul. 

(The Governor for Afghanistan concluded his remarks in Turkish, translated 
as follows :) 

Mr. Chairman, it is an honor to visit Turkey, the country of brave Turks 
who have been our brothers for many years. I was very happy when I heard 
that I would come again to this beautiful and historic city to be present at 
the 10th annual meeting of the Boards of Governors. We are grateful to the 
Turkish Government for the hospitality offered us. I hope that the meeting 
held in Turkey, which is like a bridge between Asia and Europe, will help 
to bring a better understanding between nations. Thank you, Mr. Chairman. 

The CHAIRMAN. Now I recognize the Governor for the United States. 

The GovERNOR FOR THE UniTep States. Mr. Chairman, fellow delegates, and 
guests, on behalf of the United States delegation I should like to express our 
great pleasure at being in this vigorous and interesting country with its roots 
deep in history and its sturdy people building for an even brighter future. 
We are sincerely grateful to the Turkish Government for inviting the bank 
and fund to Istanbul for this 10th annual meeting. We are also indebted to 
the rector and the faculties of the university for the arrangements they have 
made for us. 

The 10th annual meeting—to which we are pleased to welcome Afghanistan 
and the Republic of Korea as new members—provides a suitable opportunity for 
reviewing the work and accomplishments of the fund and the bank, and for 
considering the problems that lie ahead. Both institutions have come to occupy 
an increasingly significant role in the world. They have played an important 
part in facilitating investment of capital in sound reconstruction and develop- 
ment and in fostering a more realistic and freer system of international payments 
and mutually beneficial trade. 

The bank has steadily increased its lending activities, attracted a growing 
volume of private capital participation, and provided valuable technical assistance 
and advice to its members. With the past record year during which over $400 
million of loans were authorized, the bank’s total loan commitments for the 
reconstruction and the economic development of its members for higher standards 
of living have reached more than $2.3 billion. While the major responsibility 
for economic development necessarily rests with the member countries, the bank’s 
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lending and advisory activities have supplemented and stimulated a great volume 
of constructive and balanced investment in better living for hundreds of millions 
of people. The directors and management of the bank are to be congratulated 
for their successful work of the past and we offer them our best wishes for the 
future. 

Perhaps the most interesting development in this year of the bank’s history 
has been the drafting and submission to governments of the articles of agree- 
ment for the proposed International Finance Corporation. When this project 
was first broached a few years ago, my Government entertained doubts about 
some aspects of the proposal then being discussed—particularly the suggestion 
that the Corporation be authorized to invest in stocks and possibly to manage 
enterprises. With the amendments to the proposal which were suggested last 
fall to eliminate these stock and management features, my Government was 
happily able to resolve its doubts and lend its support to the drafting of the 
articles of agreement. 

The president and executive directors have since produced a charter which 
offers a workable scheme by which private investment in productive private 
enterprises can be stimulated, particularly in the less developed countries, in 
a way which can be beneficial to all concerned. Although we view the Inter- 
national Finance Corporation as an experiment, we believe it is a very hopeful 
experiment in getting private investors to join as partners in providing an 
enlarged flow of capital to private enterprises in the member countries. 

I am very happy to report that the United States Government has completed 
all the steps necessary to authorize its acceptance of the articles of agreement 
and membership in the International Finance Corporation. It is our hope 
that other member countries of the bank will take action as soon as possible so 
that the Corporation can begin its useful work within the next few months. 

Significant progress has also been made during these last 10 years—and during 
this last year—toward the objectives of the International Monetary Fund. The 
period since World War II has not been an easy one. We have had our ups 
and downs. But anyone looking objectively at present conditions must be 
impressed with what has been achieved in these 10 years. Business activity 
is at record levels throughout most of the world. World trade is at a high 
and healthier volume. Prices are more stable. The gold and dollar assets of 
other countries are substantially higher. Currencies of the world have become 
stronger. With the quiet and effective work of the fund in its annual consulta- 
tions with members, there has been a sharp reduction in governmentally imposed 
barriers to financial and trade transactions. Genuine progress has thus been 
made during these 10 years toward the fund’s objectives of strengthening econo- 
mies, removing restrictions, and promoting a more realistic and freer system 
of healthy exchange and trade. 

The past year has been marked by further progress. We all have our prob- 
lems and it is natural we should all proceed with prudence and with due regard 
for individual domestic interests. In the United States we have enacted a 
3-year extension of the reciprocal trade agreements program, permitting a 
gradual and realistic approach to increasing mutually beneficial trade. Further 
steps to reduce unnecessary restrictions have been taken in our customs prac- 
tices. Most important of all, we have strengthened and increased the high 
level of economic activity in the United States and thus provided an increased 
and high level of demand for the world’s goods. 

Thus the value of our total imports of goods in 1954 was more than 60 percent 
above the 1947-49 level, and in 1955 our imports are still higher. The propor- 
tion of our total imports represented by finished manufactures has been rising 
in each year since 1950. Moreover, the overall supply of dollars to foreign 
eountries from our imports of goods and services, capital exports and remit- 
tances, and United States Government transactions amounted to nearly $20 
billion in 1954. This supply of dollars has for 6 years exceeded the spending of 
dollars by foreign countries, permitting them to build up their gold and dollar 
assets by very large amounts. During the last year, for example, the increase 
in these assets from transactions with the United States was $1.7 billion. In 
short, the United States has been paying out large net amounts of dollars in 
addition to the aid which we have supplied in the form of goods. With con- 
tinuing United States Government expenditures abroad and high and growing 
levels of activity in our economy providing a rising demand for foreign goods, 
the overall prospect is that the dollars available to foreign countries should 
provide a basis for a continued growth in mutually beneficial international trade. 
It is the policy of the United States Government to further the healthy develop- 
ment of trade in every reasonable way. 
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We look forward to further steps which the other nations of the free world 
take toward currency convertibility and the freer system of payments and 
trade which are the aims of the fund. During the past year many restrictions 
have been removed and discrimination has been reduced. The further steps may 
be gradual as they have been to date, but we are confident of the determination 
of the leadership in all our countries to continue to strengthen their economies 
and to make further progress in removing governmental controls and restrictions 
as rapidly as their own conditions permit. 

Again let me say, Mr. Chairman, how pleased we are to be here as guests of 
this dynamic country. Our deliberations in the coming meetings and the oppor- 
tunity to extend acquaintance and renew old friendships will be most beneficial 
in creating better understanding of each other’s problems for the benefit of all. 
We are looking forward with enthusiasm to the next few days together. Thank 
you, Mr. Chairman. 

The CHarRMAN. I call now upon the Governor for France. 

The GoveRNOR FOR France. Mr. Chairman, I wish to express my satisfaction 
at taking part in the work of the 10th annual meeting of the Monetary Fund and 
the bank and thus renewing acquaintance with many friends, among whom you 
will permit me to mention Mr. Black and Mr. Rooth. 

Let me, first of all, express my pleasure at meeting them again this year in 
Istanbul, in this land steeped in history. Turkey is making a particularly in- 
tensive effort at economic recovery; the energy which she is devoting to it, her 
avowed determination to rapidly become a nation endowed with a modern econ- 
omy, deserve our admiration. Her example will, I am sure, be a fertile source of 
inspiration for our labors. The French delegation, as you know, takes great 
interest in this work. The role of the fund and of the bank in the world economy, 
the bond which they establish among more than 50 countries, the evolution to 
which they are contributing toward a peaceful world in which wealth would be 
allied with freedom, merit our unstinted admiration. 

But here, better perhaps than elsewhere, we must realize that this world is 
complex. We are on the European shore of the Bosphorus, but on the borders 
of Asia. This meeting point between two continents invites us to recognize the 
diversity of the situations we must encounter and, at the same time, the diversity 
of solutions which they demand. 

From the European point of view, Turkey symbolizes the Continent’s solidarity ; 
a member of OEEC and of the Council of Europe, she loyally practices European 
cooperation. 

We ourselves set great store by this European cooperation to which we attribute 
great value and which, moreover, we consider very well founded. Far from 
being incompatible with the commitments which we must assume on the interna- 
tional level, we believe that it is their necessary complement. If we wish the 
member countries of the Monetary Fund to enjoy a vigorous economy which will 
protect them from the hazards of the overall economic situation and from the 
monetary difficulties which may arise from it, it seems that we ought to en- 
courage this form of mutual assistance that institutions of a regional nature, 
like the European Payments Union, have been and continue to be. 

If we turn now toward Asia, we must think of a very different problem—that 
of economic underdevelopment. It is not peculiar to that continent, by the way, 
and because of its vastness considerable funds must be devoted to it to deal with 
it effectively. 

It seems to us that construction of the peace will be possible only if action in 
favor of economic development permits the lessening of differences of situation 
and mitigation of inequalities which are a deep-seated cause of disequilibrium 
in the world. We must realize that the easing of the tension, which we are seek- 
ing to attain, cannot be achieved by psychological measures alone but entails a 
substantial effort in favor of the underdeveloped countries. 

We must recognize the importance of the International Bank’s contribution in 
this field and we must congratulate ourselves on the creation of the International 
Finance Corporation which will further its efforts in the near future. We shall, 
I am sure, have other opportunities to return to this problem in the discussion 
of the bank’s activities. 

However, right now I wish to pay homage to this enterprise, as a representa- 
tive of a country, which, aware of its responsibilities toward underdeveloped 
countries, has by itself made a great effort, the weight of which it has borne, 
in the field of development of resources, technical development and social 
progress. 

These, Mr. Chairman, are a few of the reasons why the French delegation ap- 
proaches the work of the present session with keen interest. 
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The CHAIRMAN. I now call upon the Governor for Brazil. 

The GovERNOR FoR BrAzit. Mr. Chairman, I wish to join in the expressions ot 
gratitude for the cordiality and kindness of the reception we have received and 
are enjoying in this great country. 

Approaching the 10th anniversary of the foundation of our two institutions 
I think we have no reason to regret having embarked upon those two entirely new 
international ventures. During these years experience has been teaching us in 
various ways how we should gradually adapt the original structures to the actual 
needs of international economics. I would venture to say that the main teach- 
ing of experience on this has been: First, that contrary to the forecasts largely 
prevailing at Bretton Woods there was no important depression in the economic 
leading country of the world—the United States—and that even the mild re- 
cession that took place in the United States had no important repercussion upon 
the rest of the world; second, that it is not as easy to get rid, in the short transi- 
tion period, of exchange restrictions as we thought, and not as easy to reestablish 
convertibility as was foreseen; third, that monetary and fiscal policies remain 
one of the principal weapons to reestablish balance of payments equilibrium ; 
fourth, that international flow of goods has developed more than international 
flow of capital and that, therefore, some international device ought to be found 
to foster the latter flow ; and fifth, that economic development ought to be viewed 
from the broader standpoint of statesmanship, as well as of banking. 

We think that we can face the future with confidence in our ability continually 
to improve the efficiency and power of our institutions, and in the achievement of 
the objects which dictated their organization. 

The CHAIRMAN. I call upon the Governor for Korea. 

The GOVERNOR FOR KoreEA. Mr. Chairman, members of the Boards of Governors, 
ladies, and gentlemen, it is indeed a great privilege for me to be here representing 
the Republic of Korea in these highly important meetings. I extend my deep 
appreciation to the Chairman for his kind words of welcome, and I should like 
to inform you all that my Government is most gratified to have been admitted 
as a member to both the bank and the fund. On behalf of my Government I wish 
to express our sincere gratitude to the staffs of the fund and of the bank and to 
those countries which have been responsible in some way or other for enabling 
us to participate in the two organizations. I would also like to thank our host 
country for the excellent facilities and warm hospitality extended to my delega- 
tion. I avail myself of this opportunity to convey to the people of Turkey the 
profound friendship and respect with which the Korean people regard them. 
We will never forget the courage and distinguished performance of the Turkish 
soldiers in the Korean war in helping us to repel the Communist aggressors. 

It is often said that Korea is a testing ground for the struggle between 
democracy and communism. Apart from the physical warfare provoked by Com- 
munist aggression, warfare still continues in terms of economic reconstruction and 
rehabilitation. The people of the Republic of Korea, with an unflinching and 
invincible spirit, are determined to survive this economic struggle as they did the 
physical struggle. 

I trust I am not too optimistic in saying that the present fiscal year commencing 
in July last will mark a new phase in our economic rehabilitation program. 
Vigorous efforts are being made to attain economic stability. With economic 
stability, foreseeable in the near future, my Government has recently decided to 
employ a system of a single foreign exchange rate, consistent with the course 
desired by the fund. We are not ignorant of the fact that to maintain a fixed 
single exchange rate for any considerable length of period in an underdeveloped 
country such as Korea is difficult, and we would welcome expert advice from the 
fund in this connection. 

It is my belief that in underdeveloped countries financial stability must not be 
an end in itself. Stability must be achieved and supported through the full use 
of all available economic resources. There are in Korea rich deposits in minerals 
and abundant marine resources around the peninsula. Above all, there are labor 
forces waiting to be mobilized. But Korea lacks capital to develop these re- 
sources and to employ profitably the available manpower. 

At present, reconstruction is largely financed by the funds of the International 
Cooperation Administration of the United States and by the United Nations 
Korean Reconstruction Agency. However, we do not wish to rely on the 
largesse of the United States and the United Nations indefinitely. We realize 
the burden we are inflicting on the United States taxpayer. Thus we are not 
only willing but firmly determined to make our economy viable in the shortest 
possible time, whatever austerity may be involved. We especially wish to en- 
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courage private foreign capital investment in Korea. Right now my country is 
formulating the necessary measures to provide full and adequate safeguards for 
foreign business enterprises so that an atmosphere conducive to large foreign 
investment can be created. 

We are also looking to the fund and the bank for guidance and possible future 
technical and other assistance. Just as the United Nations came to our rescue 
when the Korean people were about to fall into the greedy Communist trap, so 
now the fund and the bank may be able to come to our rescue in overcoming the 
obstacles that lie in the path of our full economic rehabilitation and development. 

I feel certain the discussion to take place here during the next few days will 
prove both stimulating and enlightening to us and will prove valuable in the fur- 
therance of the lofty ideals of international cooperation in economic fields. 

I thank you. 

The CHAIRMAN. I now call upon the Governor for Thailand. 

The GOVERNOR FOR THAILAND. Mr. Chairman, ladies, and gentlemen, if I may 
venture to say so, it seems to me a happy thought on the part of the Government 
of Turkey when it kindly invited us here for this particular meeting, which is 
No. 10 in our series. As we all know, there is something sacred in a round num- 
ber. It, therefore, seems most appropriate that our 10th meeting should take 
place in this historic and illustrious city. 

We have many things for which to be grateful to our hosts. But what strikes 
me forcibly is that, by meeting in a city which was once the capital of the world, 
we can claim that this conference is also a conference at the summit. After all, 
when we deal with exchange rates, we, too, will be faced with the problem of 
unification ; and the question of reducing exchange restrictions is, in fact, a ques- 
tion of disarmament. And, talking about unification, it appears that there are 
some curb rates that might perhaps be curbed. 

I see from the fund agenda that we are also to consider changes in rules and 
regulations. This leads me to wonder, sir, whether Mr. Rooth will not fee! 
urgently inspired, by the fact of being in this city, to command that the rules, 
regulations, Board decisions, and so on, be duly codified. I, for one, would be 
delighted to see him assume the purple of the Emperor Justinian. 

And now, sir, aS we approach the end of this ceremonial session, I wish to say 
that I am happy to have this opportunity of associating my delegation with others 
in expressing our sincere gratitude to the Government of Turkey for its kind 
welcome to Istanbul. Thank you. 

The CHAIRMAN. Does anyone else wish to speak? 

(No response. ) 

The CHAIRMAN. If no other delegate wishes to speak, we will proceed to the 
second part of our agenda, in document No. 4. 

The first business is the first report of the Joint Procedures Committee. That 
is before you as bank document No. 4 and fund document No. 4. I call upon the 
Governor for Germany to present the report. 

The GoveRNOR FoR GERMANY. Thank you, Mr. Chairman. With your permis- 
sion, I will not read the annexes to the report. [Reading:] 

“The Joint Procedures Committee, at its first meeting at 5 p. m., on September 
11, 1955, considered the matters of business which had been proposed for the 10th 
annual meeting of the Boards of Governors of the bank and the fund. 

“T have the honor to submit the following recommendations of the Committee: 


“I. BUSINESS OF THE BOARD OF GOVERNORS OF THE BANK 


“4. Agenda 

“The Committee recommends: 

“1. That the agenda attached as annex I be adopted. 

“2. That, after the adoption of the initial agenda, proposed additions to the 
agenda be submitted in writing to the Joint Procedures Committee, through the 
Chairman, for its recommendations. 


“B. Committee 


“The Committee recommends: 

“1. That a Committee on Finance and Organization be established as shown 
in annex II. 

“2. That the items shown in annex III be referred to the Committee on Finance 
and Organization for report to the Board of Governors. 
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“CO. Bank discussions 


“The Committee recommends: 

“1. That there be a discussion by the Governors on the annual report and on 
the activities of the bank. 

“2 That there be an informal discussion on the subject of the International 
Finance Corporation, as described in annex IV.” 

I have the honor, Mr. Chairman, to recommend the approval of the part of the 
report dealing with matters relating to the bank. 

The CuarrMANn. You have part I of the report read, dealing with the business 
of the Board of Governors of the bank. Is there any discussion or objection? 

(No response. ) 

Thank you. I declare this part of the report dealing with the business of the 
bank approved. Will the Governor for Germany please proceed? 

The GovERNOR FOR GERMANY (reading) : 


“TI. BUSINESS OF THE BOARD OF GOVERNORS OF THE FUND 


“A. Agenda 

“The Committee recommends: 

“1, That the agenda attached as annex V be adopted. 

“2. That, after the adoption of the initial agenda, proposed additions to the 
agenda be submitted in writing to the Joint Procedures Committee, through the 
Chairman, for its recommendations. 


“B Committee 

“The Committee recommends: 

“1. That a Committee on Finance and Organization be established as shown 
in annex VI. 

“2. That the items shown in annex VII be referred to the Committee on 
Finance and Organization for report to the Board of Governors, 


“O. Fund discussion 

“The Committee recommends that during the annual meeting there be a dis- 
cussion of the business of the fund to consider views of the Governors on the 
policies and activities of the fund.” 

I have the honor, Mr. Chairman, to recommend the approval of the part of the 
report dealing with matters relating to the bank. 

The CHAIRMAN. You have heard the recommendations of the Committee with 
respect to the business of the fund. Is there any discussion or any objection? 

The GOVERNOR FOR THE PHILIPPINES. I move the approval of the recommenda- 
tions. 

The CHAIRMAN. In the absence of any objection, I declare this part of the 
report approved. Will the Governor for Germany please proceed? 

The GOVERNOR FOR GERMANY (reading) : 


“TII. PROCEDURAL MATTERS OF JOINT CONCERN TO THE BANK AND THE FUND 


“A. Order of business 
“The Committee recommends: 
“1. That the order of business tentatively scheduled in annex VIII be adopted. 
“2. That the secretaries of the bank and fund, in consultation with the Chair- 
men, may change the schedule as necessary. 


“B. Conduct of meeting 


“The Committee recommends that the provisions relating to the conduct of 
the meeting, as contained in annex IX, be approved. 


“OC, Procedural items 


“A later report of this Committee to the Joint Boards of Governors will deal 
with: 

“1. Place and date of 11th annual meeting. 

“2. Election of officers and Joint Procedures Committee for 1955-56.” 

I have the honor, Mr. Chairman, to recommend the approval of part III of 
the report dealing with matters of joint concern to the bank and the fund, and 
to move the approval of the report as a whole and the adoption of its 
recommendations, 
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The CHAIRMAN. You have heard part III of the report read, containing the 
recommendations of the Committee concerning matters of joint interest to the 
bank and the fund. 

The GOvERNOR FOR THE PHILIPPINES. I move the approval of the recommen- 
dations. 

The CHAIRMAN. The Governor for the Philippines has moved the approval. 
Is there any objection? 

(No response. ) 

The CHairnMAN. Then I declare this part of the report approved. 

Now there is the question of approving the report as a whole. 

The GOvERNOR FOR THE PHILIPPINES. I move the approval of the report as a 
whole. 

The CHAIRMAN. Is there any objection or discussion on the report as a whole? 

(No response. ) 

The CHArRMAN. In the absence of any objection, I declare the report and its 
recommendations, together with its annexes, adopted. 

Governors, the next scheduled meeting is a meeting of the Board of Governors 
of the bank to hear the President’s annual report. As it is now very close to 
12 o’clock, if there is no objection I will propose that we proceed now to that 
session. Is there any objection? 

(No response. ) 

(Whereupon, at 11: 34 a. m., the meeting was adjourned. ) 


VERBATIM REPORT OF THE SECOND SESSION 


Monday, September 12, 1955, at 11:35 a. m., The Honorable Ahmed Zaki Saad 
(Egypt), Chairman 


The CHarrMAn. I have pleasure in asking Mr. Black to read his report. 

Mr. Brack. Mr. Chairman, members of the Board of Governors and distin- 
guished guests, let me begin by expressing my thanks for the hospitality being 
shown to us by our host, the Government of Turkey. And next, may I join your 
Yhairman in extending a cordial welcome to the Governors of Afghanistan and 
the Republic of Korea, representing the two newest members of the Bretton 
Woods institutions. 

We stand here today between two continents, and I think that we stand at 
a kind of bridge in time as well. The postwar era, characterized by emergency 
and crisis, lies behind us. Looking back on it, we can see that it was, after all, 
a period of great accomplishment. Looking ahead, despite many stubborn diffi- 
culties that are all too apparent, we have reason to think that patience and 
persistent effort can make the coming years a time of new well-being. 

The bank, as it enters its 10th year, is going forward in the same spirit of 
exploration and innovation that has marked its life up to now. Against the 
always pressing problem of how to raise production and standards of living, 
we are moving in new, and we hope, constructive ways. I should like this morn- 
ing to mention four of them. 

Since we last met, long strides have been taken toward the establishment of 
the International Finance Corporation, an affiliate of the bank, which will 
work to promote the growth of private enterprise and investment. We will be 
discussing the International Finance Corporation informally later on in this 
meeting; but I would like to report now that the establishment of the Corporation 
is clearly in sight. After examining the charter the bank submitted to your 
governments earlier this year, some 50 countries have expressed their intention 
to join the International Finance Corporation. The two largest prospective 
stockholders, the United States and the United Kingdom, have already completed 
the legislative action required; and a number of other countries are taking 
similar action. 

Our hope is that we can bring the new institution into being by the first of 
January next. The timing of this, as I am sure you realize, will depend on your 
own governments. Further steps are needed to attain the necessary minimum 
of membership and capital—that is to say, 30 countries and subscriptions amount- 
ing to $75 million. Let me urge you, who have spoken for this International 
Finance Corporation so eloquently at these annual meetings in the past, to work 
with equal zeal at home for as early action as possible by your governments. 
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Once the necessary action has been taken the bank, I can assure you, will for its 
own part move to put IFC into operation without any delay. 

Let me next mention a familiar and fundamental problem—the problem of 
how to increase the skill and efficiency with which available resources are 
applied to economic development. This is a matter with which the bank is 
constantly concerned. It is one to which we are now taking another and new 
approach through the Economic Development Institute, a staff college for senior 
officials, which we have established with financial assistance from the Ford and 
Rockefeller Foundations. The task of the Institute is of real importance; it is to 
help the less-developed countries to improve the mangement of their economic 
affairs by affording the top administrators an opportunity to broaden their 
knowledge of economic development. 

Our ambition is for these officials to return to their posts with new apprecia- 
tions of what kinds of policies and programing; what kinds of practical action, 
are likely to make the best contribution to the economic development of their 
countries. We hope also that the bank itself will benefit from the interchange of 
ideas and experience that will take place between the bank staff and the partici- 
pants in this Institute. 

The Institute is now getting ready to offer its first course of study in Wash- 
ington. We received many more excellent nominations for it than we had places 
available. Of the 16 candidates selected, nearly all have had wide experience 
in dealing with economic policy, and all of them hold important positions in their 
governments. 

As you can see from the prospectus which we have issued, we are now asking 
to have nominations for the second course by the end of this year, so that candi- 
dates can be chosen well in advance of the start of that course which will take 
place in October 1956. This time we hope to take a larger number of candidates, 
possibly 25. How useful this new Institute will be in any particular country, 
I would like to emphasize, will depend largely on the caliber of the candidates put 
forward. Therefore, these nominations are an important matter, and one in 
which I urge the Governors to take a direct interest. 

The third development in the bank that I would like to mention is an effort 
to develop an information service which we hope will help both lending and bor- 
rowing countries to make better use of international credit. The increased 
availability of international credit is a highly welcome development of the past 
few years. It is especially welcome, I might say, when it has resulted in private 
capital going abroad. Up to now, a very substantial part of the credit extended 
has been offered, not primarily at private risk, but at the risk of governmental 
institutions established to promote exports. 

This year, as I did last year, I want to express to you my concern over 
instances in which the use of medium-term capital has been pressed beyond 
its proper limits. In fact, as you know, under the goad of export competition, 
there have been many cases in which credit has been offered at medium or even 
short term to induce purchases of capital goods which can only be amortized at 
long term, and for projects whose economic merit has not been carefully ap- 
praised by either the lender or the borrower. As a result some countries have 
so heavily committed their foreign exchange to medium- and short-term debt as 
to seriously diminish their capacity to attract the long-term investment needed 
for steady and successful economic development. 

The extension and acceptance of credit obviously demands the exercise of 
prudence on the part of both the lender and the borrower. One thing that 
makes the exercise difficult, as I mentioned last year, is a vacuum of information 
about how much indebtedness is outstanding. In these circumstances, neither 
the prospective lender nor the prospective borrower can assess the capacity to 
service new loans. 

The bank is now engaged in an effort to fill this vacuum at least partially. 
The governments of 14 major exporting countries have agreed to communicate 
to us, every 3 months, information about medium-term transactions to which 
they are a party—loans, guaranties, insurance, funding arrangements, and the 
like. On the basis of this information, the bank will be able to total at least 
these categories of medium-term debt, where the risk of lending was considered 
too great for private interests to carry without governmental assistance of one 
kind or another. 

This collection of data is by its very nature experimental. The information 
obviously will not cover all capital transactions, and experience will be required 
in interpreting it. It will not be published, nor will it be divulged except to the 
governments concerned. It will enable the bank, on a confidential basis, to pro- 
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vide information from which creditor governments may be able to gage trends 
in the medium-term obligations of borrowing countries and from which the 
government of a borrowing country can itself make a better assessment of Ue 
medium-term demands facing its own resources of foreign exchange. In short 
it is my hope that the bank’s collection of information can help improve judgments 
about whether it would be wise to extend or accept new credit in the amount, on 
the terms, and for the purposes suggested. If it can do this it will be performing 
a service of great importance to lending and borrowing countries alike. 

Finally, let me mention that the bank is watching the subject of atomic energy 
with interest. From last month’s United Nations atomic conference at Geneva 
the world caught a glimpse of the work being done to turn this awesome force to 
peaceful and constructive use. This was a startling and exciting glimpse. At 
the same time I think it taught us that the atomic revolution is by no means 
just around the corner. The bank believes, however, that it should keep itseif 
informed of developments even in this pioneering stage. For that reason we have 
recently appointed an atomic-energy adviser, who is present at this meeting. He 
was among the staff members who represented the bauk at the Geneva Confer 
ence and he will continue to keep us acquainted with progress in what has heen 
well called the pacification of the atom. 

Now these are new developments in the bank. I certainly do not mean that 
this account of them should obscure the operations we have been carrying out in 
the past year. The annual report you have before you covers one of the most 
active periods in the bank’s history and one in which some of the encouraging 
trends I mentioned when we last met have continued to run strong and deep. 

The annual report records more lending than in any other fiscal year—S410 
million equivalent—and since the end of the year this pace has been maintained. 
Since the end of the year we have made 12 additional loans, amounting to $110 
million. Our gross total of commitments since we began operations now amounts 
to something over $2,400 million in 40 countries and territories. 

One of these latest loans, I am happy to say, was made in Lebanon—the first to 
be made in a middle eastern country since 1950. The difficulties of developing 
and financing projects in the Middle East have for a long time been a source of 
concern to the bank, but they have not kept us from working in the area as 
helpfully and as persistently as we can. I am very hopeful that this recent loan 
will be followed by others in the area. Asa matter of fact, we have just informed 
the Government of Syria that we are ready to discuss with them in Washington 
the financing of several projects in their country. 

Disbursements to borrowers amounted during the year to $274 million. The 
growth in funds available for lending exceeded disbursements by more than $100 
million, and was greater than in any year since 1947. 

Repayments, and particularly prepayments, of loans accounted for more of this 
than any other single source. The Netherlands Government made 2 prepayments, 
totaling nearly $110 million, and Iraq repaid in advance some $6 million, which 
was the entire balance owed us by that Government. 

Nevertheless we continued to rely on the capital market for most of our 
acquisition of new money. A striking feature of the year was that the bank, 
for the first time, raised more funds through the sale of borrowers’ obligations 
than it did from the issue of its own bonds in the various markets. 

We sold nearly $100 million of maturities of parts of our loans: from our 
portfolio some $70 million and another $29 million through the direct participa- 
tion of private investors in our loans at the time they were made. This total 
was nearly 3 times the amount of any previous year, and 99 percent of that 
participation we sold was sold without our guaranty. 

This greatly increased investment demand for parts of the bank’s loans was 
accompanied, I am glad to say, by a willingness of purchasers to buy longer 
maturities of our loans than in the past. Investments of up to 5-year maturity 
have become increasingly common by the private banks, and in the year just 
closed we sold maturities to insurance companies for the first time up to 10 
years. Still more encouraging was the fact that we were able to inaugurate 
a new kind of operation in combination with the private capital market. We 
made loans to Belgium and Norway at the same time that Belgian and Nor- 
wegian bonds were being successfully offered to the publie through groups of 
underwriters in the United States. We are looking forward, I might say, to 
further joint operations of this kind. 

Record repayments and sales of parts of our loans made it correspondingly 
less necessary for the bank itself to go to the markets, so that last year we 
offered fewer of our bonds than for some years past. All of the bonds we 
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offered, totaling about $80 million, were sold outside the United States. During 
the year we made our first offering of bonds in the Netherlands, our second offer- 
ing of bonds in the United Kingdom, and our third offering in Canada. In an 
unprecedented operation, which I mentioned at our last meeting, we placed $50 
million of our dollar bonds in 23 countries, all outside the United States, and 
in this last month we have just sold a second successful guilder issue in the 
Netherlands. 

The availability of funds borrowed in member countries, however, does not 
lessen the importance to the bank of having the full use of its paid-in capital, 
nor does it relieve our member governments of any of their obligation to let 
us use that capital for the purposes for which it was paid in. Up to now the 
full 18 percent of only 2 countries, the United States and Canada, has been made 
freely available for loans to any borrower and for purchases anywhere. Many 
members, including some who have released their 18 percent “in principle,” 
have imposed conditions which prevent its effective use. For example, some 
members have put conditions on the rate of disbursement of their releases or 
on the countries to which their releases could be lent or—most commonly of all— 
have limited the use of their releases to purchases of their own products. 

Tied releases, in my opinion, have the same defects as tied loans. They are 
certainly contrary to the spirit of the articles of agreement. The articles did 
recognize that the rate at which releases were made available might have to 
be regulated, to prevent an undue impact on the balance of payments and the 
exchange reserves of the releasing member, but it was certainly never con- 
templated that the releases would be used as an instrument of commercial policy. 

The bank is now entering its 10th year of operations. Production and income 
in many countries are at record levels; the reserves situation has substantially 
improved; international credits of one kind or another are being extended by 
member countries with increased freedom. Surely the time has come for mem- 
ber countries to give the bank effective use of its paid-in capital. 

There is one other financial aspect of our operations that I should like to 
report to you. At the end of the 10th year of bank operations next June, the 
articles of agreement, as you know, give the bank the option of raising, lowering, 
or even abolishing the commission that so far has been required on the out- 
standing part of bank loans. This matter has been carefully considered by the 
board of executive directors and they have decided to leave the 1-percent com- 
mission charge where it is. At this stage of the bank’s own development this 
decision, in my opinion, was undoubtedly right. 

While I have spent some time here discussing the bank’s financial resources, 
the bank believes as strongly as ever that economic development and the raising 
of living standards do not depend simply on the availability of capital, still less 
of capital from abroad. Economic progress depends on the effectiveness with 
which nations use all their available resources; and the bank has, therefore, 
continued, at the request of its members, to give advice on many different aspects 
of development. 

In fact, this kind of collaboration with our members was greater in extent 
and variety this past year than ever before. Three of the bank’s general survey 
missions finished their work on Nigeria, Malaya, and Syria; and their recom- 
mendations for the formulation of programs of development were given to the 
governments concerned. 

A general survey mission was organized and sent to Jordan; it has now re- 
turned to Washington and is preparing its recommendations. To give con- 
tinuing advice on development programing, the bank increased the number of 
resident representatives it maintains in member countries; it added representa- 
tives this last year in Guatemala and Honduras. In Ecuador, the bank helped 
to organize and recruit staff for the National Planning and Economic Coordi- 
nation Board. Staff members from the bank also assisted the work of the 
Plan Organization in Iran, and the bank agreed to recruit experts for em- 
ployment by that organization. 

In a number of countries, we began or continued assistance on more specialized 
development programs. At the request of the Government of Japan, a mission 
studied the Government’s agricultural program and made suggestions designed 
to lead to further increases in production. 

Another agricultural mission is now preparing recommendations for the 
Government of Colombia. In Ceylon, a member of the bank’s staff helped to 
organize an Institute of Scientific and Industrial Research to improve pro- 
duction techniques, and the hank made this staff member available to serve 
as the Institute’s first director. In Mexico we continued to give assistance to 
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a study of future electric power needs and of the ways in which the required 
expansion of power supplies can best be financed and carried out. To Colombia, 
we sent a mission to study the development possibilities of the upper valley of 
the Cauca River. 

The Governors will recall the circumstances in which the bank became as- 
sociated with the very delicate and complicated question of the irrigation use by 
India and Pakistan of the Indus system of rivers. The initial discussions 
between the two parties, in which the bank participated, were held at the techni- 
eal level. Much valuable work was done, but no real progress could be made 
toward a settlement of the main question involved. The bank, therefore, felt it 
incumbent to put forward, itself, a proposal for a division of the waters on whicb 
a comprehensive irrigation plan could be based. In the autumn of last year, 
both Governments agreed to a resumption of discussions, with bank participation, 
on a without-prejudice basis, and taking as a starting point the division of the 
waters proposed by the bank. These discussions are continuing and con- 
tinuing, I am glad to say, in a spirit of cooperation and good will. A modest 
success has already been achieved: The two Governments, with the good offices 
of the bank, were able to work out earlier this year an agreement governing the 
use of the waters during the current crop season. I am sure that all of you 
share my hope that this activity, on which we and the two Governments have 
spent so much time and effort, will bring about an agreed settlement of this issue, 
not only because the issue is of vital importance to the economic future of the 
people of these two member countries, but also because a settlement would re- 
move one of the most serious causes of friction between these two new nations 
on the subcontinent. 

In all, it was an eventful and productive year in the work of the bank. The 
years ahead, I believe, can be even more productive for the bank and its member 
countries. At the opening of these remarks, I mentioned to you the progress 
that has been made since the end of the war. The decade, we can now see, has 
been more than a period of recovery, more than a time of reversion to what was 
normal before the war. For much of the world, it has been a time of great 
economic expansion—greater, in all probability, than any 10 years of the past 
half-century. 

Progress, I grant you, is never fast enough; but we can certainly take en- 
cuuragement from the results achieved since the end of the war. And there are 
reasons to believe that progress can continue. While there certainly will be 
fluctuations, the amount of capital available for investment will, I think, over 
the long run continue to grow appreciably ; and the bank itself has seen many 
instances of the quickening interest of investors, both domestic and international, 
in development opportunities. 

The peoples of the underdeveloped countries will continue to press more and 
more strongly for better ways of life. Clearly, what was tolerable in the past 
can no longer serve the needs of the present. This is manifestly true for tech- 
niques of factory and farm production; but it is no less true for the way that 
individuals and groups of individuals think and act. Those persons favored 
by wealth, for instance, will have to recognize more and more that position 
brings with it responsibility, and that the ways immediately at hand for dis- 
charging that responsibility are to open their own lands to the plow or to 
invest their own capital in production rather than speculation. Among political 
leaders in power and out there needs to be a growing willingness to put economic 
development above the level of factional and partisan politics. 

On the governments of the less-developed countries the times exert pressures 
that are particularly great. Standstill governments in the past were both a 
cause and a result of standstill economies. But today, to achieve a rising 
standard of living also requires a rising standard of government. While much 
more remains to be done, many countries have begun long-range efforts to 
increase the competence with which public affairs are administered, and to es- 
tablish or improve essential public services. 

The very urgency of their task has also sometimes driven governments into 
errors. One of the commonest of these is the failure to reconcile the conflict 
between the demand for a rising standard of living and the necessity for reason- 
able economic stability. Economic expansion can all too easily bring about 
monetary inflation that is fundamentally the enemy of economic development, 
and in too many countries, unwise economic policy has allowed it to do so. 

‘Urgency also drives governments to try to carry out activities that could more 
usefully be performed by private hands. I have especially in mind the ventures 
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that many governments are trying to carrw out in the field of industry. Indus- 
trialization is an essential part of economic development ; but in underdeveloped 
areas it is handicapped by a weakness of entrepreneurial tradition, by a lack 
of operating experience, and by a shortage of private capital willing to invest 
in industry. These circumstances, understandably enough, have led govern- 
ments themselves to establish and operate industrial enterprises. Yet if the 
real benefits of industrialization are to be obtained, I think that governments 
should undertake such ventures, if at all, only as a last alternative and only 
after a full examination of other alternatives that exist. And even in cases 
where a government may go so far as to start an industrial enterprise, I think 
every effort should be made to put the venture into the hands of private capital 
and private management as quickly as possible. 

For rare exceptions do not disprove the often illustrated rule that it is not 
in the nature of government to act with the flexibility or the attention to bus- 
iness considerations that are required of good industrial management. And— 
successful or not—so long as the enterprise stays in government hands, it does 
not stimulate the growth of similar enterprises, because private investors who 
could finance them are not willing to try to compete with government. The net 
result of these state ventures, more often than not, is to restrict the growth of 
production—or, in other words, to defeat the very purpose they seek. 

There are many useful alternatives between the government doing too much 
and the government doing too little. Attention to research in industrial tech- 
niques, studies of the industrial market, tax incentives, the promotion of a 
capital market, the extension of credit, or even a willingness, if necessary, to 
participate—on a minority basis-——with private investors in founding new enter- 
prises—all these may be useful without being self-defeating. 

The leading alternative, in any case, is to see whether private capital and 
private management can be found. In the experience of the bank, governments 
all too frequently underestimate, and often neglect to explore, the potential 
of private investment that exists in their countries. The bank has sometimes 
encouraged and helped governments to prospect for private capital, and on these 
occasions capital has been found in more than sufficient amounts. If one can 
justify government ventures on the basis of the maxim, “Nothing ventured, noth- 
ing gained,” the same maxim is an even stronger justification for a conscientious 
effort to find private resources. 

Perhaps the greatest disadvantage from state ventures into industry is that 
they will divert resources and attention from fundamental tasks which, in the 
underdeveloped countries for the most part, are either going to be carried out by 
the government or are not going to be carried out at all. Government invest- 
ment in industry means correspondingly less investment in the basic services— 
roads, schools, power, transportation, hospitals and the rest—that I spoke of a 
moment ago. Now these services are fundamental not only to industrial develop- 
ment but to all development. They open up the opportunities that eventually will 
call into play more effort, more investment and a greater amount and variety of 
production than any government could possibly finance. 

The fact that our times are complex, and that the responsibilities of govern- 
ment have grown, should not obscure the truth that economic progress can con- 
tinue with full momentum only if individuals and groups of individuals have the 
greatest possible opportunity to make their own successes, and, for that matter, 
to make their own mistakes. The elevation of living standards has properly 
become a task of first importance to which governments throughout the world 
are applying their energies and for which they are mobilizing their resources. 
It would be a sad circumstance if they should neglect to exploit to the full that 
most productive attribute of the human race, the spirit of individual enterprise. 

The CHAIRMAN. Before adjourning this meeting I would like to call your 
attention to the fact that the next meeting is a meeting of the Board of Gover- 
nors of the fund at 10 a. m. tomorrow morning, when Mr. Rooth will deliver his 
annual address. That meeting will be held in this room and will be open to the 
press and invited guests. 

The discussion of the 10th annual report of the bank will take place tomorrow 
morning in this room at 11, starting with Mr. Rooth’s address. That meeting 
will also be open to the press and invited guests. It would be appreciated if 
those Governors who wish to speak at that meeting would advise the secretary of 
the bank. 

jentlemen, this meeting is adjourned. 
( Whereupon, at 12: 12 p. m., the meeting was adjourned. ) 
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YERBATIM REPORT OF THE THIRD SESSION 


Tuesday, September 13, 1955, at 11 a. m., the Honorable Ahmed Zaki Saad 
(Egypt), chairman 


The CHAIRMAN, I call the meeting to order. The business of this meeting is 
the discussion of the bank’s 10th annual report. Seventeen Governors have 
advised the secretary that they wish to speak, and I hope that we may be able 
to complete our dealings by 1 o'clock. I shall call on those Governors, and I 
first call on the Governor for Japan. 

The GOVERNOR FOR JAPAN. Mr. Chairman, fellow Governors, delegates, and gen- 
tlemen, it gives me great pleasure to have this opportunity to speak to you in 
this ancient city. Istanbul is the crossroad of the East and the West in the 
Occident as is Tokyo of my country in the Orient. Turkey, the host country 
of this meeting is a great melting pot of various civilizations. So is Japan 
of several different cultures. It is significant that the Governors of the Inter- 
national Bank meet here to discuss problems of mutual interest with inter- 
national mind common to the East and to the West. 

Mr. Chairman, I would like, first of all, to congratulate Mr. Black, Mr. Garner, 
and all other staff members of the bank upon their excellent work achieved dur- 
ing the past year. It is worthy of special notice that the bank’s activities have 
become ever more extensive befitting of the name of the International Bank. 
Increasing funds from the sources of various currencies of the world are used to 
finance the requirements of many different projects of the world. The function 
of the bank to channel the capital from where it is available to where it is 
needed has not only heiped a great deal the rehabilitation and development of 
the world but also promoted mutual understanding and friendship among the 
peoples of the world. 

Last year at the ninth annual meeting my predecessor remarked on the rela- 
tively low percentage of the bank’s loan to Asian countries. I notice, however, 
that during the past year the percentage of loans to Asia in the total loan of 
the bank increased from 11.7 percent to 12.1 percent. This is an improvement.. 
However, it must be noted that the population of Asia is almost one-half of the 
total population of member countries. Their standard of living is still low and 
need for capital is very great. Economic development of one country will not 
only benefit a particular country alone but also all the nations who do trading 
with it. It is, therefore, my sincere desire to see the bank extend its helping 
hand more extensively and generously to Asia. 

In making loans to Asia, the bank might find laws and customs of many Asian 
countries Somewhat different from those of the Western countries. Of course, 
it is understandable that the bank must take every possible measure to prove 
the integrity of its operations. Nevertheless, the bank’s policy would, I hope, 
be applied with such flexibility as to make allowances to different practices pre- 
vailing in those Asian countries so that the loans may be made without too much 
delay. No doubt, it is desirable that the bank deliberate each application 
‘autiously, but such cautiousness should not prevent the loan from being granted 
efficiently within due course of time. 

During the year, several missions have been sent to Japan from the bank and 
they were very helpful in formulating most effective programs of economic 
development. On behalf of my Government I wish to express our appreciation 
of the assistance and cooperation of the bank and, at the same time to assure 
that Japan is ready to cooperate with the bank in making yen funds available 
for other member countries. Indeed, it was with this idea of cooperation in 
mind that we agreed to the release of yen subscription under certain conditions. 
My country is also willing to collaborate with the establishment of the proposed 
International Finance Corporation. I am hopeful that this new institution will 
lead to a greater investment of private capital on a business basis. 

We are not only anxious to enjoy the benefits of membership of the bank by 
way of obtaining financial facilities but also fully cognizant of the responsibility 
as a member in rendering the required funds to the bank to such an extent as 
our economic situation may warrant. 

The CHAIRMAN. I éall on the Governor for the United Kingdom. 

The GovERNOR FOR THE UNITED KinGpom. Mr. Chairman, once again the annual 
report has a story to tell of solid progress, and I should like to join with my 
fellow Governors in congratulating Mr. Black and his staff on another year of 
expanding activity. It has become our custom at these meetings to couple our 
applause of past achievements with exhortations to greater things in future. 
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Each year our challenge is squarely met, but Mr. Black must not think us unappre- 
ciative of his already very considerable accomplishments when each year he finds 
that our exhortations are again renewed. 

I am fortified by reading the small booklet provided for us by the kindness 
of the tourist department of the Turkish authorities. The book is called Turkish 
Proverbs, and one of them reads as follows: “Listen 100 times”—which I think 
we have every opportunity of doing here—‘ponder 1,000 times, and speak once.” 
I must, therefore, apologize for speaking for a second time, but I have 1 or 2 
things to say on these important matters. 

Perhaps the most encouraging development during the past year has been the 
remarkable growth in the readiness of private investors to participate in the 
financing of projects supported by the bank. And so we have to record a three- 
fold increase in the sales from the bank’s portfolio. Even more remarkable has 
been the linking of bank loans with loans in the New York market, and I con- 
gratulate also the Governors of Belgium and Norway on the successful operations 
which this device has made possible. 

Over the years the bank has shown that it knows how to conduct successfully 
large-scale investment overseas. The projects for which it lends have a habit 
of maturing into established facts; it has yet to suffer a default on any of its 
loans. Confidence is in fact infectious. In establishing its own high reputation 
the bank has done much to establish the reputation of its individual members, 
and in this it is doing them a most valuable service. 

All this takes time. Even with this record of unbroken success we have had 
to wait until this, the 10th annual meeting, to record really substantial progress 
in the establishment in New York of the credit of the members of the bank. 

Progress that has been hardly won can be all too easily lost. The continuing 
expansion of the bank’s activities depends above all on its ability to retain the 
confidence it has won. The best advice available to us suggests that this may 
be endangered if the opportunity is taken of the completion of the first 10 years 
of the bank’s operations to reduce the statutory commission below 1 percent, 
now required by the articles. We have therefore supported the maintenance of 
.this charge at its present level. 

iveryone would like to see some reduction in the bank’s lending rates, and we 
are entirely agreed that the matter should be kept under regular review. But 
as long as a reduction is likely to inflict damage on the bank’s standing, and 
therefore inevitably the standing of many of its members, in the eyes of private 
investors we believe for these reasons that no change should be made. 

The evidence at present before us does not suggest that present charges are 
imposing a serious deterrent on potential borrowers, and the damage that might 
follow a reduction might well far outweigh the relief it would bring to borrowers. 

The bank has rightly maintained pressure on its members to adopt a more 
liberal approach to the release of 18 percent subscriptions. It was inevitable 
in the early years of operations that a great part of the lendable resources should 
have come from the United States. Other countries have, however, now 
achieved positions of persistent strength in their balance of payments, and it 
is right that the bank should look to them to reduce remaining restrictions so 
that it can make use of their 18 percent subscriptions. For example, those 
countries which have indicated readiness to make contributions to the proposed 
Special United Nations Fund for Economic Development might well be expected 
to pursue liberal policies toward the use by the bank of these subscriptions. 

It is always in my mind that we in the United Kingdom have not been able 
to go as far and as fast in this matter as we would wish. In considering what 
more we can do, however, I have always to remember the very substantial con- 
tributions in other directions to which we are committed for overseas develop- 
ment. We have been lending abroad for very many years and most of our 
lending for overseas development traditionally goes through channels other than 
the bank. Our first responsibility is toward the Commonwealth, and at the 
end of 1952 we undertook to make a special effort to provide additional capital 
for worthwhile Commonwealth development. Substantial sums have been made 
available for this purpose by direct private investment, through the London 
market and by governmental loans and grants. 

We are glad to be partaking in these various ways in this exciting work, but 
it all adds up to a constant strain on our economy, and I have always to be on 
guard to see that we do not overreach ourselves. I have had indeed to decide 
that it is not possible for us at present to embark on any new program of releases 
from our sterling subscription to the bank. We have indeed already undertaken 
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to release up to £60 million by 1959 for loans to the Commonwealth, and this is 
as far as we can go at present. 

I hope that the bank in its efforts to persuade us all to allow it a freer use 
of 18 percent subscriptions will try to secure by every possible means that 
meinbers do not tie their releases to expenditure within their own territories. 
This is a temptation which assails us all, but I am sure it is one that we should 
receive every encouragement from the bank to resist. The rigid tying of releases 
to local expenditure is both contrary to the spirit of the articies and harmful 
to that admirable principle of the bank’s that borrowers should be encouraged 
to shop in the cheapest markets. Of course, I cannot pretend that we in the 
United Kingdom, when considering what releases we can make, cast entirely out 
of our minds the possible effects that a release may have on our own exports. 
But we have always taken care not to tie the releases that we have made rigidly 
to expenditure in the United Kingdom. 

During the past year we have been glad to welcome the bank’s assistance in 
our east African territories. A loan of $24 million is providing timely assistance 
in the improvement of railways and port facilities which are essential to keep 
pace with the expanding economies in this area. This year we hope that the 
bank will extend its stake in a part of our territories with which it is aiready 
familiar—the Federation of Rhodesia and Nyasaland. In few parts of the world 
is development proceeding at so rapid a pace as in Rhodesia, and we are glad 
that the bank is taking a close interest in the massive Kariba hydroelectric project 
which will meet the rapidly growing demands for electricity in that country. 

Our colonial territories have also welcomed the technical, no less than the 
financial, help of the bank, and I am glad to know that they will benefit from 
the establishment of the Economic Development Institute, whose first course will 
be attended by two officials from our African territories. The high quality of 
the candidates for these courses put forward by member governments indicates 
that this further measure of technical help will meet a real need; and by joining 
in this way in the training of senior officials in the planning and administration 
of development programs the bank not only renders its members a further useful 
service but simplifies its own tasks in the negotiation and administration of its 
loans. To supplement the provisicn of experts from abroad by training existing 
local staff is a sensible step, and we all wish this new venture well. 

If the bank is to continue to expand its activities, it is essential that it should 
maintain the maximum flexibility in its lending procedures and that it should 
exploit to the full opportunities to secure participation of private investors in 
its enterprises. There need be no conflict between these two aims. 

I have already mentioned the remarkable development in the past year in 
the interest of private investors in projects financed by the bank, and this 
must be a cardinal aim of bank policy. It is also a matter which deserves 
the close attention of member governments. Further progress will be made 
only if confidence in the bank goes hand in hand with confidence in its individual 
members. Together with this, the bank must actively seek ways to liberalize 
and expand its lending. It cannot, of course, relax its inquiries into the credit- 
worthiness of potential borrowers and the soundness of their projects and pro- 
grams. In the light of experience, however, the bank must be increasingly 
ready to adapt its procedures to meet the special needs of borrowers. There 
are welcome signs that this is not being overlooked. The year under review 
has, for example, seen the approval of loans to meet local currency expenditures 
to Austria and Italy. Loans have been made to Norway and Australia in 
support of general development, rather than for specific projects. Another new 
departure was the bank’s participation in the formation of the Industrial Credit 
and Investment Corporation of India. 

These loans and this activity have demonstrated that the bank, by its world- 
wide activities and wideflung imagination, is now ready to exercise more 
freely the discretionary powers allowed it in its articles and depart on occasion 
from the standard form of loan designed to meet the external costs of a specific 
project. 

We have every reason, therefore, Mr. Chairman, to thank Mr. Black and 
his staff and to welcome this growing flexibility in the bank’s approach to 
the needs of its members, and we look for a further decade of advances along 
these lines. And I pledge myself, as one of the Governors, that we in our Govern- 
ment will do our best to support the imaginative policy of the bank. 

The CHAIRMAN. The Governor for Ceylon. 

The GOVERNOR FOR CEYLON. Mr. Chairman, fellow Governors, and friends, I 
am particularly happy that this 10th anniversary meeting of the bank, and 
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the second which I have had the honor to attend, is being held in this historic 
and beautiful city. I, too, wish to thank our hosts for the hospitality and kind- 
ness with which they have received us all. 

Mr. Chairman, at the last meeting we all noted with pleasure and satisfac- 
tion the general improvement that had taken place in world monetary and 
economic conditions. That this improvement has been reflected so swiftly and 
effectively in the prosperity of this institution is an outstanding tribute to the 
wise guidance and ability of its management. To Mr. Black and his colleagues 
I would like to extend a special word of congratulations and thanks. The 
progress of the bank over the 10 years of its existence has been remarkable 
and amply justifies the most confident expectations as regards its future. 

We cannot, sir, fail to notice the note of optimism and confidence which runs 
through both the annual report and the statement of Mr. Black. There is, indeed, 
good cause for this optimism. When this institution was first established there 
was the dual problem of the tremendous need for capital and capital goods on 
the one hand and the severe shortage of resources for meeting these needs, on 
the other. The urgent need for capital and capital goods still remains and 
is naturally likely to remain with us as far ahead as we can see. But the 
improvement in the availability of resources is a solid achievement, an achieve- 
ment which would take us several strides forward in grappling with our prob- 
lems. The expansion in the resources for international lending has been reflected 
in the volume of funds available to the bank itself. The release of capital 
subscriptions, the sale of bank bonds, the notable increase in the purchase by 
private investors of the obligations of member countries, the repayments and 
in some cases the prepayments of loans—all these developments have gone to 
swell and to augment the resources of the bank. I need hardly say that it is 
our earnest hope and, indeed, our expectation that these avenues of sources of 
funds will continue to grow in the future. I do not, therefore, propose to dwell 
on this aspect of the problem. It would not, I think, be premature to turn my 
thoughts instead to what, from the point of view of development, should logically 
follow the increased availability of funds. 

This, to my mind, is a reduction in the cost and an easing of the terms of bor- 
rowing. I think, Mr. Chairman, that this is the next big step which needs to be 
taken, the next major objective which we should place before us—not merely as 
a vague aspiration but as a concrete goal. I do not know what the magnitude is 
of the total of applications or of requests for World Bank loans. But I wonder 
whether it is altogether inconceivable that there may ever be a stage when the 
availability of funds for lending by the bank will run ahead of the scope for 
using these funds in underdeveloped countries on the somewhat austere and 
costly terms as are at present required. I do not want to repeat what has al- 
ready been said by previous speakers both today and at earlier meetings on the 
subject of interest rates, commission charges, and criteria for lending. But I 
do wish to add my voice to those that have expressed disappointment at the de- 
cision of the Directors not to recommend the removal or even the reduction of 
the commission charges after the expiry of the 10-year period. I do not know 
whether those who set up this institution, when they provided for a review after 
the 10-year period, had in mind a state of prosperity for the bank even greater 
than what it has attained today. But I for one would certainly have wished to 
See a recognition of the bank’s present strength in the form of a reduction or 
removal of the commission charge. 

On the question of criteria I would only like to say this. We in Ceylon have 
recently prepared a 6-year program of investments. There are in that program 
many projects which are of the highest priority and which I venture to say are 
economically sound. But on the criteria at present applied by the bank I am 
not at all sure that it is our best projects which would always qualify for World 
Bank loans, particularly where direct foreign costs are the determining factor. 
Mr. Black referred yesterday to the undesirability of government ownership 
or operation of industrial ventures. In our program for development we have 
laid special emphasis on the role of private initiative and enterprise in the es- 
tablishment of industry and have made no provision for new state-owned enter- 
prises. But in doing so we reduced the number of just those directly revenue- 
earning and self-liquidating projects with a high proportion of foreign costs, 
which fall so comfortably within the bank’s criteria for lending. I, therefore, 
feel that a concentration on basic services should be paralleled by a liberaliza- 
tion of criteria so that a wider range of these services would in fact qualify for 
the bank loans. 
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Mr. Chairman, let me come back to some words of praise. I was one of those 
who last year pressed with sincerity, though not with eloquence, the establish- 
ment of the International Finance Corporation. I am greatly pleased, therefore, 
that this is soon to be an accomplished fact. I do not think that we in Ceylon 
have been lacking in zeal in setting in motion the processes necessary to join the 
Corporation. My Government has already sanctioned our membership and the 
necessary legislation is being drafted. We all look forward to this institution’s 
playing a great role in the future. Legislation was passed a few days ago for 
the setting up of a local development finance corporation, a project on which we 
have had the benefit of close consultation with the bank. I am particularly hope- 
ful about the part these two institutions will play in Ceylon where we are en- 
deavoring to develop industries through private initiative and management. 

I want to say a word in conclusion about the strengthening in the relations be- 
tween the bank and my country. The 6-year program to which I referred earlier 
has been, by and large, the outcome of the general survey mission which visited 
us a few years back. The hydroelectric scheme for which we received a loan 
from the bank is in the process of construction. The Institution of Industrial 
and Scientific Research which Mr. Black mentioned has now been set up under 
the direction of one of the members of the bank’s staff. A candidate from Cey- 
lon has been selected to participate in the Economic Development Institute, an 
institution which we greatly welcome. Iam confident that our relations with the 
bank will grow even closer in the years to come. I want to take this opportunity 
of recording my appreciation of the efficiency and ability of those members of 
the bank staff with whom we have in one way or another come into contact 
Their services and advice have been of great benefit to us, and we look forward 
to continuing and extending our acquaintance. 

Mr. Chairman, I expressed last year my faith in this great institution as a 
powerful instrument for the creation of those conditions of prosperity which 
alone could insure for mankind universal peace. The achievements of the bank 
in this respect in the year that has gone by have justified my faith. Mr. Black 
has observed, very rightly if I may say so, that the peoples of underdeveloped 
countries would continue to press more and more strongly for better ways of life. 
Mr. Chairman, as I was looking through the pages of a little book which our 
hospitable hosts have placed in our hands, I chanced upon a Turkish proverb 
which seems aptly to describe the mood of peoples in underdeveloped countries 
such as that which I represent: “It is better to die on a full stomach than to be 
alive on an empty one.” I am not sure that the rising standards of governments 
which Mr. Black noted with some satisfaction will altogether endorse this view 
of life. Rut the demand of hungry stomachs is indeed growing more and more 
urgent and insistent, and no government will, I venture to say, survive a day that 
does not take note of this demand and does not aim at satisfying it. The 
quicker this is done, the greater the hope for the onward march of mankind 
toward the goal of universal happiness and prosperity. And the swiftness 
with which it can be done lies in what Mr. Black has referred to as “the pacifi- 
cation of the atom,” leading us to an era of vast potentialities for the benefit 
of man. 

The GOvERNOR FoR ITALY. In the list of loans that the bank has granted dur- 
ing the last year, which is given at the beginning of the annual report, the 
largest amount is the one of $70 million concerning the loan to an Italian agency, 
the Cassa del Mezzogiorno, whose task it is to carry out a program of economic 
development in southern Italy, a vast and overpopulated region. 

For this reason, 1 am under the obligation to express, in the name of my 
government our appreciation of the bank decision to assist the financing of the 
development program for the south. This program, which was established in 
1950, and which covers a period of 12 years, has been carefully considered by 
the various factfinding missions of the bank, whose work was carried out both 
before and after the formulation of our development program. 

But this is also for me a proper occasion to stress that the nature of our 
program, which is briefly described later on in the report, as well as the distribu- 
tion of the tasks inherent in its implementation, are consonant with the lines 
of policy which were laid down yesterday so forcefully in the President’s address 
when speaking of the relations between the development of basic services and the 
development of industry. 

The Italian economy occupies an intermediate position between the two models 
of underdeveloped economies on one side and the advanced industrial economies 
of Western countries on the other. It is marked, in fact, by the coexistence of 
northern Italy, where economic growth has already proceeded to a considerable 
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extent, with southern Italy, where manufacturing industry is still rare and agri- 
culture needs considerable amounts of capital to attain a satisfactory level of 
productivity. 

This process of economic development in the south will be carried out within 
the framework of a general process of expansion, which the Italian Government 
has tried to lay out and is going to forward through the implementation of a 
10-year program covering the whole country. The program aims chiefly at 
eliminating the structural unemployment and underemployment from which our 
country still suffers, notwithstanding the advance made in these postwar years. 
It has been examined by OEEC and has received its sympathetic approval. 

The bank intervention in Italy, therefore, takes place at a time which is by 
necessity marked by a high volume of domestic investment. The program for 
the south assumed an even distribution, over the 12 years of its duration, of 
the total investment expenditure; however, the difficulties and frictions to be 
overcome at the start have in fact contained the volume of actual expenditure, 
during the first years, much below the planned amounts. Later on—that is, in 
the recent past, and the same may be said of the near future—the volume of 
expenditure has surpassed the annual uniform targets which were initially set. 
This peak in the time distribution of exependiture justifies the increased as- 
sistance from the bank, after the first 2 small loans of $10 million each, which 
are mentioned in the annual report. The bank assistance supplements the sub- 
stantial volume of domestic savings which, through the Government budget and 
the capital market, is applied to development needs. It also mitigates the 
pressure which investment expenditures exert, in the short run, over the balance 
of payments. In process of time, it is reasonable to expect that our balance 
of payments will derive a substantial benefit from the increased production 
in southern Italy, which, in the field of agriculture, will to a large extent be 
directed to export, especially to Western European markets. In the mean- 
time, the bank loan will contribute toward maintaining that condition of 
monetary stability which has prevailed in Italy for several years. 

A notable feature of the recent and larger loan to Italy is also its application 
to three main lines of economic development: (1) The reclamation of vast 
areas, in order to permit intensive cultivation, a differentiation of crops and 
an improved settlement of the rural population; (2) the development of power; 
and (3) the establishment of new industrial ventures on the part of private 
initiative, to which the President specially referred in this connection in the 
eourse of his address. 

In order, again, to encourage private capital to establish new industries in 
southern Italy, some banks and similar institutions in my country have joined 
in the promotion of a new finance corporation for southern Italy. 

In our domestic field, the task of this new agency is not unlike the one which 
has been entrusted, on the international market, to the International Finance 
Corporation, which our President has so effectively promoted and which is soon 
to be brought into being. 

We in Italy are convinced that the experience of the next years will justify, 
through positive results, the intervention of the bank in our country and the 
methods which have been selected. I have ventured to call your attention to 
them since they appear to be the most appropriate to favor a balanced growth 
of the economy. Thank you, Mr. Chairman. 

The CHAIRMAN. I call upon the Governor for Germany. 

The GoveRNoR FoR GERMANY. Mr. Chairman, we have been listening to the 
report that was rendered of the successful work of the bank in the last decade 
and in partciular of the even greater results it achieved in this past year. As 
representative of the Federal Republic of Germany, I must express our thanks 
to the International Bank and all those who helped in the progress of its work. 
It seems to me that the International Bank and the International Monetary 
Fund are important elements in a rising new economy of worldwide scope 
based on the principles of freedom, multilateralism and nondiscrimination. 
These institutions have in these past years made considerable efforts, standing 
up for the underdeveloped countries, in order to bring about a better balance 
between countries which nature has equipped in different ways. In all parts of 
the world power stations, industrial plants and transport facilities bear witness 
to the generous support lent by the International Bank. It seems to me par- 
ticularly important, with a view to building up on those results, that there 
should be these meetings of bank and fund, which offer us an opportunity to 
Clarify those common principles which, as we all believe, are the indispensable 
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conditions of a further growth and strengthening of our international 
cooperation. 

Let me say a thing or two about two points which the president of the bank 
put up for discussion in his speech yesterday. They may look like secondary 
issues upon the first glance, but it seems to me that the way the release of the 
18-percent quota is handled involves rather a fundamental issue. Mr. Black 
pointed out, quite rightly, that to tie the 18-percent releases is the same as to tie 
the use of credits. Whatever attitude the various members and also my own 
country may have assumed in this matter, I do feel that we must agree with 
Mr. Black when he says that the release of the 18-percent quota must not be 
permitted to be used as an instrument of commercial policy. Only if we ban 
such motives can the credits of the bank find their proper place in a multilateral 
and worldwide system of international trade. My Government is, therefore, 
ready to follow Mr. Black’s recommendation. 

The second problem was also put into the foreground by Mr. Black; it is the 
importance of free enterprise, also, and in particular, for the development of 
underdeveloped areas. Indeed, we have often been all too ready in our interna- 
tional organizations to consider governmental intervention and action as the 
only appropriate instruments for the development of those areas. I had real 
pleasure in hearing the very realistic appreciation of the matter to which Mr. 
Black gave expression in his speech. Much is to be said, indeed, for helping 
underdeveloped countries in a way by which it would be insured that free 
enterprise maintains or even expands its scope for operation. Where this scope 
is narrowed down right at the outset by state monopolies, there the danger is 
near that the impulses which we must expect to carry the further development 
beyond the very first phase may be paralyzed, and that state activity will not 
ultimately give way to private initiative. With all due regard to the difference 
in national conditions I think I may point to the experience we have been able 
to gather in the Federal Republic of Germany. It is true that we had the 
know-how that belongs to a highly developed industrial economy, but as far as 
the physical conditions were concerned our reconstruction 7 years ago really 
started from point zero. I do not say this to praise ourselves but to hold out 
hope for all those who make the development of their countries their aim. That 
the Federal Repubic has meanwhile experienced quite a visible economic rehabili- 
tation is something we owe to the fact that we tackled the task to work our way 
out of economic distress and pressing need along the lines of a liberal economic 
policy, and to the unshackling of the economic energies of a whole nation. I 
do not think that what proved right in Germany should be entirely disregarded 
in the policies and practices of underdeveloped countries, and I am happy that 
Mr. Black has also given expression to convictions of a similar nature. 

This meeting will, at least as a sideline, touch upon problems of convertibility. 
While I do not believe that we will in our present situation arrive at decisions 
regarding the time and the procedures for the establishment of that order, I de 
feel that some consideration of the problems of convertibility, quite apart from 
the question of the right time for this great switch, is even at this stage of im- 
portance for the clarification of the principles according to which we are to co- 
operate. It is the highly developed industrial countries which are at present 
faced with the task of keeping the boom from overheating, in order to avoid 
dangerous developments which may have undesirable effects upon their balance 
of payments. There seems to be quite a body of public opinion to the effect that 
the present phase of business activity is not suitable for a transition to con- 
vertibility. In reply I would at least ask whether it is not rather in this very 
phase of a boom that a transition to convertibility would check certain political 
forces which still think in terms of an isolated national development of business 
activity or think such an isolation can be kept up. In contrast, a system of con- 
vertible currencies on a wide basis would very much sooner and much more 
quickly show the limits of purely national policies for the maintenance of busi- 
ness activity. 

In this connection I also wish to speak up against those misgivings expressed in 
some countries according to which a powerful expansion of business must of 
necessity be accompanied by a general rise in prices. I realize that this is at 
present the case in a number of countries, but I think nevertheless that it should 
be possible, with the support of those international organizations which are, 
as it were, on guard, for the sake of an international monetary policy, to estab- 
lish those conditions which will make it possible, in the interest of all income 
earners and savers, to combine a rising and balanced prosperity with the highest 
possible degree of price stability. Though the experience of the past may have 
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frequently been different, I see no reason to slow down our efforts to pursue a 
responsible currency, credit, and monetary policy, and an orderly economic and 
fiscal policy, to lay a sound foundation of stable prices for a further expansion. 
As instability also implies political unrest, it will only be on this basis that govern- 
mental policy will succeed in continuing economic development in a steady and 
harmonious way. It is, therefore, dangerous theorizing to assume that only a 
continuous, though slight, softening up of the currency will give rise to those 
impulses which make for economic expansion. An institution like the Inter- 
national Bank, which takes up and lends capital, must be most eager, for com- 
pelling economic and social reasons, to have an international system of stable 
currencies maintained. In the last 10 years, real life has overcome many false 
ideologies and dogmas, both in theory and in practice, and so it seems to me that 
it is time to get rid of this last, dangerous illusion too. 

The fate of so many countries has made it clear that a sound economic order, 
an increase in well-being and social progress will prosper only on the basis of 
self-control within national frontiers; at the same time, just as many examples 
have shown tht an inflationary policy is the worst prescription for the health 
of economic, political, and social life. For this reason, the International Bank 
and the International Monetary Fund should always link their economic aid 
to underdeveloped countries with the achievement of these aims. Bank and fund 
rely on the application of common principles to which we have all agreed to 
adhere. These principles should also govern these commitments under which we 
stand and under which we must and will lend each other a helping hand. Any 
living together requires confidence and the sureness that all governments are 
ready and willing to do their bit in order to keep this confidence, the basis of all 
credit, from being disappointed. 

The CHAIRMAN. I call on the Governor for Syria. 

The GcveRNOoR For Syria. Mr. Chairman, I am taking the floor to make three 
points, and I shall state them very briefly. 

I want first of all to join my fellow Governors in congratulating Mr. Black 
and his associates on the Board of Directors on the achievements of the year 
just ended. As was clear from the annual report, and from Mr. Black’s state- 
ment yesterday, the year 1954-55 witnessed a greater expansion in lending than 
in any other fiscal year, a greater availability of funds for lending, and a record 
repayment and sale of loans. 

These results are indeed very gratifying. But a cause of equal satisfaction, in 
our view, is the stress that the bank continues to lay on problems of economic 
development in the less developed countries. This is because we share the man- 
agement’s conviction that the economic development and the raising of living 
standards in any country depend more on the full utilization of native resources 
than on availability of capital. We, therefore, are glad to note that the bank 
was able during the period under review to expand its available services in this 
important field. 

Moving to the second point that I wish to make, Mr. Chairman, I want to 
state that what I have just said about the value of the advice and assistance 
rendered by the bank to underdeveloped countries does not only stem from ab- 
stract reasoning; it is also based on something concrete. 

During the past few years Syria has availed itself of the services rendered 
by the bank in the field of technical assistance and a number of experts were 
sent to advise on a variety of questions. Early this year Syria received the 
report and recommendations of the general survey mission which the bank or- 
ganized the year before. I, therefore, with your permission, Mr. Chairman, wish 
to tuke advantage of this opportunity to express to the bank Syria’s sincere 
appreciation for the valuable contribution of the mission. I am also glad to 
report that a number of the recommendations of the mission have already 
been adopted and that the others are under serious consideration. 

My third point, Mr. Chairman, is regarding the bank’s 1 percent statutory 
commission. On this question we do not seem to see eye to eye with the man- 
agement. In the past few years we have entertained the hope, together with a 
number of other delegations from the underdeveloped areas, that the commis- 
sion would be reduced, if not entirely eliminated. These hopes have been based 
on the fact that the bank’s lending policies have always been sound and pru- 
dent; that its activities and operations have been increasing from year to year, 
and so were the reserves; that its loans are alWays to governments or guaran- 
teed by governments; and that there is always the contingent reserve of 80 per- 
cent of capital. It was therefore a source of disappointment for us to find that 
the Board of Directors have not found it possible to eliminate or reduce the 
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commission at this time. We sincerely hope that the Board of Directors will give 
the matter further consideration and see if the burden on the financing of eco- 
nomic development of underdeveloped countries could not be a little relieved 
through a reduction or elimination of the statutory commission. 

May I make one last remark, Mr. Chairman. In his address yesterday, Presi- 
dent Biack stated that the bank has advised the Government of Syria of its 
readiness to discuss the financing of several projects in my country. My coun- 
try will gladly avail itself of this invitation and is in the process of forming 
a delegation to proceed to Washington without delay. While many on both 
sides have worked hard on the problems involved I am not exaggerating when 
I say that it is to a very large degree due to the patience, understanding, and 
sympathetic attitude of Mr. Black himself, as well as his associates, that this 
happy ending has been attained. 

Thank you. [Applause.] 

The CHAIRMAN. I now call upon the Governor for India. 

The GOVERNOR FoR INpIA. I wish to associate myself with the previous speakers 
in their tribute to the bank, its President, Directors, and management, on the 
excellent record of work during the last fiscal year. In many ways this was a 
year of solid achievement. The bank’s lending operations, which have been 
growing in size, variety, and coverage from year to year, have now exceeded 
$400 million. Equally important to the underdeveloped regions of the world are 
its technical assistance activities, which have provided valuable guidance to 
them in the solution of their developmental problems. Apart from its normal 
activities, the bank has during the past year stimulated the movement of inter- 
national investment capital by the sale of parts of its loans to private investors 
in several countries. Private participation in the bank’s loans and the sale 
proceeds of its maturities now account for well over one-quarter of the new loans 
granted by the bank. The bank’s obligations are thus now more widely dispersed 
than they were in the past. This new development demonstrates the measure of 
confidence shown in the bank’s activities by investors all over the world, while 
it establishes a wider international base for its resources. An interesting feature 
is the eagerness shown by commercial banks, insurance companies, and other 
private institutions to participate in the bank’s loan operations and to purchase 
its short-term maturities. A new channel has thus been opened for a healthy 
movement of international private capital toward sound investment projects in 
the less developed areas, and this movement will be further stimulated by the 
establishment of the International Finance Corporation, which we are glad to 
observe will commence operations early next year. The bank has played a promi- 
nent part in shaping the structure of this new institution, and I am sure that 
under the able guidance of its President, and with the wide experience of its staff 
at its disposal, the Corporation will play a great part in financing industries in 
the underdeveloped regions. 

During the last 10 years the bank has acquired a unique position among the 
great international institutions of the postwar era. It has revolutionized 
economic thinking, especially in the sphere of international investments. It has 
made creditor countries more conscious of their obligations in bringing about 
a greater measure of economic prosperity throughout the world. The bank’s 
work in regard to the reconstruction of the Western European countries which 
had been devastated during the war has now been nearly completed. During 
the next decade the bank will devote concentrated attention to the formidable 
problems involved in the raising of the standards of living in the underdeveloped 
countries. You, Mr. Chairman, have in your opening address emphasized the 
special difficulties in regard to these countries. I will give a few figures to indi- 
cate the magnitude of the problem in my own country. 

You made a reference to 1% million unemployed in France. In India, the 
number of fully unemployed has been estimated by statisticians at 15 millions. 
The number of partly employed is probably several times that figure. The 
normal addition per year to the totally unemployed on account of growth of 
population alone is about 1% to 2 million. 

I need hardly say more about the urgency or the magnitude of the problem 
in my own country. In about 6 months’ time we shall have completed the first 
5-year plan of economic development. The targets indicated in that p.an have 
in most cases been reached. With the confidence and experience acquired dur- 
ing the past few years India is now preparing itself for a bigger program of 
development during the second 5-year period. Discussions and thinking in India 
have inevitably been concentrated on the shape, size, and character of the second 
5-year plan. While the final shape and size of the plan will not be known for 
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another 2 or 3 months, the broad outlines are sufficiently clear. Briefly, we 
propose to double our rate of investment and capital development in the second 
5-year period. Apart from the drastic internal changes in the economy that 
will be required to achieve this rate of progress, we shall need external finance 
on a much larger scale. In due course, when our plans are completed, we hope 
to have consultations with the International Bank as to the extent to which it 
could participate in our development program. 

I have referred to the Indian development program by way of illustration. 
Many other countries in Asia are making similar efforts to raise the living 
standards of their masses and have similar difficulties ahead of them. This 
vast region, containing as it does the majority of the population of the member 
countries of the bank, has received bank loans of only $275 million, or roughly 
12 percent of the aggregate bank loans during the last 9 years. This low rate 
of investment in these countries is possibly partly due to the fact that in some 
of the countries constructive thinking on development matters commenced 
comparatively recently. These activities will, of course, be intensified during the 
next 10 years, and I have no doubt the bank will play a prominent part in the 
development of these vast regions. 

There is one point to which I wish to make a brief reference. It has already 
been referred to by the previous speakers. This is the recent decision of the 
bank to leave unaltered the rate of statutory commission charged on the bank’s 
loans. This decision will come as a great disappointment to many borrowing 
countries, who have been looking forward to a lightening of these service charges. 
The question of the appropriateness of the rate of commission is largely a matter 
for determination on the basis of the size of reserves which should be maintained 
to cover the risks of the bank’s lending operations. In our judgment, considering 
the nature of loan transactions of the bank and the past record, these risks are 
small, and the existing level of statutory and special reserves amply justifies a 
substantial reduction, if not the entire abolition of the statutory commission. 
I do not, however, wish to argue the point at length today, but I hope that the 
bank will keep an open mind on the subject and will reconsider the matter 
at the earliest opportunity. 

Finally, I should like to make a few observations on the concluding portions 
of Mr. Black’s brilliant address, in which he has discussed briefly the relative 
merits of private and governmental enterprise in the realm of economic develop- 
ment. I am very pleased to note that the bank now recognizes that, apart from 
public investment in such fields as power, transport, and communications, State 
incursions into manufacturing industry would be justified in certain circum- 
stances, subject to adequate safeguards. Speaking as a representative of an 
underdeveloped country, I should like to emphasize that our urgent problem, 
which has serious political aspects, is the raising of the standard of living. Our 
approach to this problem is pragmatic and not determined by ideological con- 
siderations. Where private enterprise owing to lack of capital, or for other 
reasons, is unable to develop even the essential services required for rapid 
expansion, the State is obliged to intervene. Even at the end of the last century, 
when we were under British administration and when the doctrine of laissez 
faire dominated economic thinking, the British Government were forced to accept 
responsibility in the sphere of communications for irrigation, and also for the 
provision of many other services which in other countries are normally regarded 
as the responsibility of private enterprise. In the case of many industries which 
are of vital importance to the national economy the Government of an under- 
developed country like India cannot afford to wait till private enterprise is in a 
position to develop industry on a profitable basis. The Government are in a 
specially favorable position to undertake development projects which are not 
likely to be profitable in the ordinary sense. Their dividends, if I may use the 
expression in relation to government, will be in the form of increased prosperity 
of the people and of additional revenue from income tax and other taxes that 
will accrue from development. 

The time factor is extremely important in our case. We attach great im- 
portance to our free democratic institutions based on adult suffrage. The major- 
ity of our people are on the margin of subsistence, and freedom on a democratic 
basis can have no significance to them unless it results in some relief from the 
lifelong struggle to satisfy elementary physical wants. Democracy can hardly 
survive unless we can demonstrate that within the framework of a democratic 
structure we can develop as rapidly as some other countries which have adopted 
a different political system. We must follow the path that leads to the most rapid 
increase in production, provided always that in the process we do not sacrifice the 
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fundamental values for which modern democracy stands. In this context, 
whether government should limit itself to producing power or whether it should 
move a further step and produce another basic requirement of industry, such as 
steel, is a question which can be decided not on any ideological grounds but only 
on a consideration of the particular circumstances of the case. It may be that 
private enterprise can produce steel and produce it very well. It may be, on the 
other hand, that due to lack of capital or enterprise or managerial ability, or for 
other reasons, it is unable to do so. If in the circumstances of a particular 
country the only way in which steel can be produced is through government 
undertaking its production, we feel that it is much better that government should 
undertake such production than that steel should not be produced at all. In the 
case of the Indian steel industry, you may be interested to know that certain 
units are privately owned, while new units are to be owned by Government; but 
even in the case of privately owned units the Government of India have, far from 
nationalizing the units, made substantial loans to companies for their expansion. 
This is because we felt, quite apart from any theoretical considerations of owner- 
ship, that this was the best, quickest, and easiest method of producing the maxi- 
mum quantity of steel. It is this principle on which we in India operate, and it 
is a principle which we believe is fully justified in the circumstances. 

We trust, Mr. Chairman, that in due course of time the bank also will appreciate 
the peculiar difficulties of underdeveloped countries, and that the exercise of that 
very prudence referred to by the Governor for the United Kingdom yesterday wil! 
lead it to modify its approach to this problem in the direction we have indicated. 
I hope, sir, that the bank, in tackling the formidable problems presented by the 
underdeveloped countries, will temper—as it has done in the past—its actions 
with prudence, vision, sympathy, and understanding. 

The CHAIRMAN. I call upon the Governor for Lebanon. 

The GOvERNOR FoR LEBANON. Mr. Chairman and fellow Governors, I listened 
with great interest to the President’s speech in which he gave us an account of 
the bank’s remarkable achievements in the fields of loan operations and other 
activities undertaken to assist the underdeveloped countries. I should like to say 
that I am very pleased with the reference he has made on the expected loan 
operations in the Middle East. The country of which I am the Governor has just 
signed a loan agreement under which the bank will provide $27 million for 
financing of the foreign exchange cost of a multipurpose project on the Litani 
and Bisri Rivers. This is the largest development project ever undertaken by 
Lebanon. My Government spent several years in preparing the project, and last 
year, at the annual meeting, we approached the bank for a loan. I want to 
compliment the President on the way in which our request was handled. As 
soon as the bank got acquainted with the project, we felt that a partnership had 
been established between the Lebanese authorities and the bank in the matter 
of the project. The bank, with its worldwide experience in this type of undertak- 
ing, not only expedited our loan application but gave us its objective advice on 
the varoius aspects of the project. Once the preliminary discussions had been 
completed and all pending questions had been resolved, the loan negotiations were 
carried out in a way which demonstrated to us that if a project is well conceived 
and thoroughly prepared the bank acts swiftly in the matter of loans. Lebanon, 
as the President said, is the first country in the Middle East which received a 
loan from the bank since 1950. It is now also the only borrower in the Middle 
East, as Iraq repaid its loan earlier this year. I join in the President’s hope 
that the bank will increase its activities in the Middle East in the coming year. 
It is true that some of the countries in the Middle East have, by the grace of God, 
substantial resources of their own which are ample to take care of their needs 
for development. But there are several countries in the Middle East which are 
in dire need of financial and technical assistance. The situation of some of these 
countries has been further aggravated by the pressure of large numbers of 
destitute refugees. Energetic measures must be taken to assist these countries 
in their endeavor to lift their peoples from their present condition. I know that 
the President is fully aware of this condition, and I am confident that the bank, 
under his leadership, will step up its efforts to assist and speed up the develop- 
ment of the Middle East. 

The CHAIRMAN. I call upon the Governor for Austria. 

GOVERNOR FOR AUsTRIA. Mr. Chairman, fellow Governors, ladies, and gentle- 
men, I want to confess that I studied the 10th annual report with great satisfac- 
tion and high admiration for the wonderful job that has been done. 
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This report prescribes, as usual, two functions that we have to fulfill. First, 
in our capacity as representatives of the bank’s member countries we are re- 
sponsible for the management of this, our own bank. Second, many of us are 
also the direct partners in the negotiations and transactions of the bank. It will 
be our task to find some synthesis on which to base our appraisal of the bank’s 
activities. 

If, to begin with, we look as a member at the report, we find a long-term and 
steady enlargement of the scope of business of the bank. About 36 members of 
the bank have so far received loans to carry out 450 projects. Looking through 
the list of these loans we recognize a worldwide panorama of varied and ambitious 
projects in industry, agriculture, transport, hydroelectric constructions, and other 
industrial fields quite unimaginable 10 or 20 years ago. Although widely dif- 
ferent from each other, all of these projects have one thing in common: they are 
the best, the most interesting and the most profitable for each country concerned. 
Their beneficial economic effects may be expected to extend far beyond the na- 
tional frontiers. 

It can therefore be said that the bank is fully up to the task that has been 
placed before it when it was founded. Such success, undoubtedly, is, in the first 
place, due to the management and here again in particular to the able leadership 
of the President and the Vice President. 

Let us disregard for one moment the fact that our bank is the only institution 
of its kind, and let us suppose that governments could participate in some other 
similar bank. I firmly believe that in such a case all member states would re- 
main loyal to their present relationship which has proved so satisfactory. 
Austria’s decision to join the International Finance Corporation is, therefore, 
not based on dissatisfaction with the operating methods of the bank, but solely 
upon the fact that we feel that such an institution ought to exist side by side 
with the Bank for Reconstruction and Development in order to make new sources 
of foreign capital available for private enterprise. 

I would now like to appraise the activity of the bank within the recent past 
from the viewpoint of the customer in a banking transaction. By way of loans 
a capital of approximately $1.8 billion has been mobilized for investments. Con- 
sidering the magnitude of this amount and the fact that the investments are scat- 
tered all over the world, there remain few countries whose economies have not 
been influenced, either directly or indirectly, by the activities of the bank. The 
bank jas adjusted its loan activities to the three principal aims that are ex- 
pressed in its very name, that is to say, reconstruction, development, and com- 
prehensiveness. It seems to me that in my capacity as the representative of 
Austria, I may be permitted to contribute some experiences we have had regard- 
ing these three principles. 

As you know, Austria’s reconstruction, which took place from 1945 to 1955, 
has not escaped worldwide recognition. Now, having terminated this phase 
of reconstruction, we are about to proceed along the road of further economic 
development. The two loans that we have received from the bank for the develop- 
ment of our hydroelectric power stations will contribute their due share. Aus- 
tria’s history and her geographical position between Eastern and Western Europe 
make international economic cooperation the very basis of her existence. 

Starting from this point of view, I would like to make the following observa- 
tions. The ideal conditions for a long-term financial transaction—for the 
lender as well as for the borrower—may perhaps be found in the existence of im- 
port requirements which can be covered by the provision of foreign currency 
in the form of a long-term loan. The enterprise thus financed would be in a 
position to earn partly or totally the foreign exchange needed for the service 
and repayment of this loan. This will give the creditor increased security and 
make it possible for him to lend funds which are tied specifically to the purchase 
of imported goods. Generally speaking, such a loan could also be most con- 
venient for the borrower because the increase of foreign exchange income thus 
created justifies the increase of the foreign exchange debt. 

In highly developed countries, however, it may be difficult to find a suitable 
project for this type of loan. The investment goods to be purchased by the 
proceeds of the loan may in many cases be available on the domestic markets. 
Their local procurement could have a beneficial effect on the domestic industries 
and help to maintain full employment. Import requirements for a_ specific 
project and the need for capital goods importation within the framework of a 
national economy are unfortunately not always in accord, Moreover, it is not 
the same whether imported capital goods are paid for with convertible or non- 
convertible currencies. The effect of foreign loans in BPU currencies, for 
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example, will depend on whether the borrower country is a creditor or debtor 
to the EPU. 

The greatest economic benefits will undoubtedly be derived from loans granted 
in freely convertible currencies, such loans serving the principle of free com- 
petition as well as the principle of international division of labor. 

The bank fully recognizes the above problems and, abandoning the practice 
established in the period of its foundation, has in particular cases waived the 
requirement to use the loan for specific imports. The difficulties for the bank 
in dealing with this problem arise from the fact that the far bigger part of the 
nondollar subscriptions of member states can only be used for the payment of 
imports from these countries. 

I must admit that the bank and Austria had certain difficulties over those 
parts of the Austrian loans which were received from the 18-percent quotas tied 
to imports. Generally speaking, this type of loan tends to promote unrequired 
additional imports or to delay the execution of projects. For quite some time 
the bank attempted, therefore, to find a new loan policy based upon a more 
liberal release. In this respect new propositions have been made by the man- 
agement. Based on these considerations, I have welcomed the letter of the bank’s 
President, addressed to all Governors and dated July 8, 1955, which concerns the 
formation of a European pool of 18-percent quotas. I should like to announce 
that Austria has accepted this proposal. 

In 1955 the political world situation has become less tense, in part due to the 
signing at long last of the Austrian State Treaty, an event which took place 
on the 15th of May 1955 at the Belvedere Palace in Vienna. The signature for 
which the people of Austria had been waiting for 10 years was greeted with 
enthusiasm by the whole population. 

The state treaty is followed by new and important tasks for the Austrian 
Federal Government. According to the terms of that treaty, an amount of $150 
million will have to be paid during a period of 6 years for the transfer of enter- 
prises that have all this time been under Soviet administration. These enter- 
prises were treated by the Russians as German assets according to the Potsdam 
resolutions. Their reintegration into the Austrian economy and into world 
trade requires long-term investment loans. The Austrian Government is con- 
vinced that the tasks resulting from this new situation can only be achieved by 
sticking to the economic principles hitherto pursued. In this way Austria hopes 
to cooperate with other countries in a community of free nations which will be 
less and less divided by quotas, exchange controls and bilateral dealings. 
Thank you. 

The CHAIRMAN. I call on the Governor for Turkey. 

The GoveRNoR FoR TURKEY. Mr. Chairman, honorable members of the Board 
of Governors, I would like to preface my remarks by expressing my gratitude 
and appreciation for the sincere interest shown and for the very kind words 
spoken about my country by the honorable chairman and by my other esteemed 
colleagues on the occasion of the opening yesterday of the 10th annual meeting 
of the Boards of Governors of the International Bank for Reconstruction and 
Development and the International Monetary Fund. 

It gives us great pleasure to have the honor to be hosts to such distinguished 
and esteemed guests. We have tried our utmost to provide adequate facilities 
for the meeting, but for any shortcomings that may appear I wish to beg your 
forgiveness, 

May I add that we are also very happy to have Afghanistan and the Republic 
of Korea join these two international institutions, and to be represented for 
the first time on the Boards of Governors in this country. 

Mr. Chairman, we have followed with close attention the statement on the 
10th Annual Report of the International Bank for Reconstruction and Develop- 
ment. There are certain indications in that statement that the bank’s activities 
will henceforth enter a new phase. It is a fact to be noted with great pleasure 
that in the period since the establishment of the bank the damages of the war 
have been rapidly repaired and the nations suffering from war have recovered 
through their own great efforts and through additional aid generously provided 
by the United States Government. The productive capacities of these nations 
have risen above prewar levels. 

It is to be noted that the International Bank for Reconstruction and Develop- 
ment has in the past extended credits to nations that suffered from the war to 
a greater extent than to underdeveloped countries. However, the extent and 
significance of the obligations of this important international institution may 
be more readily appreciated when we turn our attention from the requirements 
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of the temporary reconstruction period to long-term activities concerned with 
the coordinated development of the world economy, achievement of a high level 
of stability, and with matters relating to the improvement of income levels of 
masses in the economically underdeveloped countries. 

It is a well-understood fact that the rapid development of resources of the 
economically underdeveloped countries and the raising of levels of production, 
income, and consumption of their peoples are the necessary preconditions for 
the attainment of a high level of world economic stability and for the liberaliza- 
tion and expansion of international trade and payments. We strongly hope that 
the International Bank for Reconstruction and Development, in the years to 
come, will place special importance On credits supporting productive invest- 
ments in countries that are exerting great efforts toward a rapid realization of 
their development and that have already started achieving significant results in 
this respect. 

At the same time we welcome the establishment of the International Finance 
Corporation which will support with long-term credits productive investments 
to be made by private enterprise in member countries. We are confident that 
this institution will perform significant and valuable services for the rapid 
development of private enterprise in countries that are in the process of economic 
development and for the expansion of productive capacities of their national 
economies. Thank you. 

The CHAIRMAN. I call on the Governor for France. 

The GOVERNOR FOR FRANCE (speaking in French—Translation). Mr. Chairman, 
first of all, I should like to stress the interest with which we have read the report 
of the bank’s board of directors and heard the speech of its distinguished presi- 
dent, Mr. Black, on the bank’s achievements during the past fiscal year and the 
course it intends to pursue. 

For my part, I found two aspects particularly interesting: The first indicates 
that during the year 1954-55 the bank was able to make available to borrowing 
countries, which at present consist almost entirely of underdeveloped countries, 
funds in an amount heretofore unequaled. The second shows that through a 
new organization the bank has taken steps to extend the field of international 
cooperation to provinces it has heretofore been prevented from entering by its 
articles of agreement. I refer to the International Finance Corporation, which 
has been accepted in principle by the board of directors of the bank, and will 
begin operations as soon as a sufficient number of ratifications by the member 
countries are received. . I am glad to announce, in turn, that the French Govern- 
ment, which is in full agreement with the objectives which that agency has set 
for itself, intends to submit the bill required under our constitution for the 
ratification of the new charter in time to be before the parliamentary assemblies 
upon their return at the beginning of October. 

In the same spirit of cooperation, we are ready to continue our participation 
in the operations carried out directly by the International Bank for the benefit 
of the member countries whose resources are still insufficiently developed. The 
French Government has already authorized the bank to dispose of considerable 
sums, amounting to more than a third of its entire subscription. We are pre- 
pared to give sympathetic consideration to the possibility of relaxing the terms 
on which the French contribution could be utilized, but it would have to be done 
through a joint effort. We should also be particularly receptive to projects in 
which short-term resources from the member countries would be combined with 
long-term financing by the bank. 

The report before us mentions a loan to France of $7,500,000 for the railroads 
of French West Africa. As you already know, a new loan agreement for $10 
million for Electricite et Gaz d’Algerie was signed at the end of last month. 

We are very grateful for these contributions of the bank to the economic 
development of our overseas territories. France, indeed, is assuming a consider- 
able burden in attempting to develop these territories with greater population 
and considerably vaster territory than France itself. 

As soon as the war had ended, while France still had to face an immense task 
of reconstruction and rehabilitation of its economy, the French Government was 
initiating a vast investment plan for the economic and social development of the 
overseas countries for which it is responsible. 

In the 5 years from 1949 to 1953, France’s contribution to the development 
of its territories amounted to 1,340 billion francs, or nearly $4 billion. This 
figure will be correctly appreciated by my colleagues who are aware of the 
amount of the bank’s operations in the same period. The greater part of this 
effort, amounting to nearly 3 percent of the French national income, was financed 
by public funds. 
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Since 1953, this investment policy has been pursued within the framework 
of a 4-year plan for the period 1954-57. For the year 1954, these investments 
amounted to 300 billion frances, or $860 million. They were distributed as fol- 
lows : 20 percent for basic expenditures; 30 percent for health and social expendi- 
tures; 50 percent for expenditures to increase production, about half of which 
were for agriculture. 

We are determined to continue beyond 1957 this effort which has already had 
important results from the point of view of economic equipment and the raising 
of the standard of living. 

We will continue to devote at least as large a share of our own resources as 
we have done up to now. 

However, it is desirable to give to this effort an even wider scope through the 
cooperation of foreign capital and international institutions such as the Inter- 
national Bank. 

We are, in fact, convinced that the development of underdeveloped territories, 
which is one of the essential tasks of our times and is so closely bound to the 
cause of peace, must be pursued within the framework of international co- 
operation. 

Doubtless, Mr. Chairman, it will appear to you that there is a very broad agree- 
ment between the thoughts I have just expressed and the bank’s purposes, which 
Mr. Black has so impressively brought out and in such an agreement I see the 
token of fruitful cooperation. 

The CHAIRMAN. I call on the Governor for the United States. 

The GOVERNOR FOR THE UNITED States. Mr. Chairman and fellow Governors, 
the steady upward climb in the volume of International Bank financing is most 
encouraging. Many fellow Governors have already expressed their satisfaction 
at the rate of commitment of the bank’s resources. We are also pleased that 
the bank’s operations have been placed in higher gear, with thoughtful considera- 
tion being given in the gathering of credit information and the establishment 
of the Economic Development Institute. Notwithstanding this higher rate of 
commitment, we know that a solid groundwork was laid before each project was 
approved. It is all the more heartening, therefore, that with each passing year 
the volume of loan commitments has risen and has this year reached the record 
rate of $410 million. 

The bank can reasonably expect the volume of lending to continue its upward 
climb. In part, this is so because of the greater understanding between the 
bank and its members. Members have learned from their increasingly intimate 
contact with the bank staff and management what is required of them to 
qualify for assistance. 

The bank, in turn, has learned from its more intimate contact in the field 
what the needs and capacities of its members are. More importantly, the 
momentum that has been gained in the past decade will return big dividends 
to members in the form of sound, steady, and sizable development in the future. 
The process of development is slow in the initial stages: in the preparatory 
period when skills must be developed, resources must be assessed, governmental 
machinery must be organized and planning begun. This is the period when 
social factors impose the principal limitation on growth, and technical assistance 
is most important. The capacity to use external capital is very low but the 
small amounts absorbed are indispensable for further growth. When the pre- 
paratory work has been done and momentum has been established, development 
gathers speed until a stage is reached where growth sustains itself. The coming 
years should see a significant rise in the capacity to absorb external capital 
effectively and wisely. The bank may expect increasing calls to be made on its 
resources with increasing success. 

This prospect of success—this increased rate of sound investment—can be im- 
proved if member countries will review their ability to release the paid-in portion 
of subscribed capital. Many of the industrial countries are now in a position 
to extend credits to others, and indeed are actually doing so on a substantial 
scale. We sincerely believe that members’ obligations to the International Bank 
on capital account should be met at the earliest possible opportunity. The bank’s 
operations, already of a truly international character, as noted from President 
Black’s report, would be further enhanced to the benefit of all. 

A significant rise in the volume of private financing can also be expected. The 
bank’s annual report gives testimony to the increasing interest of private groups 
in international investment. In the past year private participation in bank loans 
and sales to private investors from the bank's portfolio has nearly equaled the 
volume of private participation in all the preceding years of the bank’s history. 
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The recent sale of European bonds in the United States market and the interest 
of insurance companies in foreign loans of long maturity are added evidence 
of reemerging confidence. The total volume of private financing is still.small 
when measured against the need, but the trend is strong and encouraging and 
offers evidence that private capital is available in the capital exporting countries 
for those who will attract it. 

As President Black mentioned, we can look forward to the early establishment 
of the International Finance Corporation. We join with our fellow Governors in 
congratulating the bank on its expeditious work in preparing the articles of 
agreement. As Secretary Humphrey mentioned yesterday, our Government has 
taken all the necessary legislative steps to assure United States participation. 
We are all hopeful that the Corporation will stimulate the flow of foreign 
capital and encourage the growth of indigenous private investment. 

Our economies are all in some degree mixed economies. There is a measure of 
government participation even in societies like ours in the United States that 
are essentially free-enterprise economies; but whether the private sector is 
small or large it plays a critical role. The energy and enterprise, the imagi- 
nation and flexibility of innumerable individuals experimenting, organizing, seek- 
ing new and varied forms of investment and production, together form a creative 
force indispensable for economic growth. In a society where the power to make 
decisions is widely dispersed, there is opportunity for experimentation, and 
while it is possible to make errors they will not produce disastrous results. We 
look to the International Finance Corporation as an instrument for stimulating 
the growth of the private sector. With the growth of indigenous investment, 
there will be a corresponding increase in foreign investment. 

The climate of opinion is slowly changing. Many misconceptions about pri- 
vate foreign investment are giving way to a more realistic appraisal. I should 
like to comment on one misconception that, it seems to me, continues to persist. 
This is the notion that the contribution of foreign capital to economic growth can 
be measured by comparing the inflow of new investment with the outflow of 
earnings and capital remittances. This is the narrow balance-of-payments ap- 
proach to appraising foreign investment. It is not even a complete balance-of- 
payments analysis. Earnings and capital remittances are only one of the direct 
effects that can be attributed to foreign investment. There are other direct 
effects—on imports and exports, for example—and there are indirect effects on 
the balance of payments as well. Foreign investment stimulates local enterprises 
to greater and more productive efforts; it brings about changes in local purchas- 
ing power and in its distribution; it widens economic opportunities. All these 
effects, direct and indirect, influence the balance of payments. One must go 
much further than this, however. While it is important to know how foreign 
investment affects the international financial transactions of a country, it is also 
important to know how foreign investment affects the income of a country. 
How much employment does the investment of foreign capital provide? What 
new domestic resources does it bring into play? What contribution does it make 
to the economy by paying taxes, providing training facilities and new tech- 
nology, and offering markets to domestic producers? The national-income effect 
of any particular foreign enterprise may be much larger than the amount of 
output that can be attributed directly to it. In less developed countries that 
have resources and labor employed with a very low factor of productivity, addi- 
tional capital may play a major role by providing the missing pieces in the 
puzzle of greater production. The narrow balance-of-payments approach to ap- 
praising foreign investment has surface plausibility. It is convenient because 
data on income and outflow are readily available. The results are misleading, 
however. They do not begin to tell us the full story of the economic effects of 
foreign investment. Further study given to this subject might be considered by 
the bank and the International Finance Corporation in an effort to develop the 
full story. The bank has done pioneer work in other fields. I should like to see 
it pioneer in this field. 

May I close by saying that the Board of Directors and management of the 
bank, as has been said so often this morning, are entitled to what I call a friendly 
pat on the back for their accomplishment during the year just closing. [Ap- 
plause. | 

The CHAIRMAN. I now call upon the Governor for Indonesia. 

The GOVERNOR FOR INDONESIA. To start with, let me on behalf of my delega- 
tion compliment Mr. Black and his staff on the excellent report he prepared 
for us once again this year, as well as on the extremely instructive comments he 
made yesterday. 
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The year behind us has been a prosperous one for many countries of the world. 
Our World Bank has been able to profit from this state of affairs by obtaining 
and transferring capital for the benefit of its activities in many countries. The 
bank’s report records a satisfactory total of $410 million in loans, higher thar 
in any other fiscal year. This is a situation we all welcome, as we see the 
bank performing the task for which it was founded 10 years ago; namely, to 
provide capital for the economic development of the world through an interna- 
tional organization. Still, we have not yet attained our full size, and the bank's 
able management will be the last to dispute my statement. If we take into 
consideration the total of loans made to various countries since the bank's 
foundation we see that about one-half has accrued to the more developed areas 
and the other half to the underdeveloped countries. Taking into account that in 
the underdeveloped countries an appalling backlog must be made up in the sphere 
of prosperity, the results achieved so far may be cause for contentment but not 
yet for entire satisfaction. 

In further analyzing the World Bank’s figures, we see that a territory with 
such a population density as Asia, exclusive of the Middle East, appears to have 
received only about 12 percent of the total loans so far. I believe that this 
simple calculation gives a clear picture of the still unsatisfied capital require- 
ments of the underdeveloped countries. We do not begrudge the loans to the 
more developed countries: they were severely affected by the war and badly 
needed aid. Fortunately, however, the economic recovery in the more developed 
countries may be considered complete, and our economy can again benefit from a 
strong effective demand from the industrialized centers of the world. On the 
other hand, many countries in the underdeveloped parts of the world have also 
suffered heavily from the war and, through no fault of their own, do not have 
the technical and managerial skill so urgently needed to carry on economic 
development. 

The World Bank should now give first priority to the needs of the under- 
developed countries. World prosperity cannot expand if the underdeveloped 
countries show stagnation in their economic growth. The effective purchasing 
power of these countries is rather moderate, but, on the other hand, many coun- 
tries in the more highly developed parts of the world are dependent on the 
demand in the underdeveloped countries for their finished products. In addi- 
tion, while the liberalization of trade in the western countries has resulted in an 
increased demand. a continuous growth is possible only if the whole world is 
included in this growth. 

Conditions in underdeveloped countries in the past year, notwithstanding 
slight improvements, may not be considered satisfactory at all. This is a com- 
plex problem, and I do not argue that forthcoming external savings would, like 
magic, change the situation in the underdeveloped countries. 

The bank’s report admits that the procedure for granting loans to underde- 
veloped countries must needs differ from that pursued in loans to industrialized 
countries. But the very reason for countries being underdeveloped is that, 
among other things, they do not have perfect administrations nor effective sta- 
tistical data. Furthermore, in deciding upon a project, in all probability the 
yield on long term must be taken more into consideration rather than the weigh- 
ing of gains and losses on short term. It is conceivable that a project during 
the early period does not show an adequate yield, but will do so in the long run. 
It will ultimately enhance the purchasing power of the country concerned, 
which eventually constitutes the World Bank’s purpose. We in the underde- 
veloped countries face similar problems ourselves. We have the problem of 
promoting the national economy, the problem of lack of capital, and the problem 
of finding the necessary technical and managerial skill. If we assume the point 
of view that the means to invest and to service must be present before industries 
may be established, it will be an impossible requirement. In this respect I am 
afraid I cannot wholly endorse the opinion that private enterprise will give the 
desired result. For many reasons private initiative in underdeveloped coun- 
tries is weak; in that case it needs the support of the Government. In other 
cases it may be strong; then it is the Government’s duty to give guidance in 
order that it will develop in an orderly manner. 

Further pursuing my intervention, Mr. Chairman, it seems advisable to pro- 
mote closer relationships between the bank and the territories concerned, e. g., 
by the establishment of “regional bodies.” 

Finally, I should like to plead for a reduction of the charges on loans given by 
the bank. The smaller these charges, such as the commission charged by the 
bank, the better our institution will fulfill its task. 
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I hope that these thoughts may fall on fertile soil. The World Bank can per- 
form a particularly useful task in the sphere of aid to underdeveloped countries 
by giving attention to possibilities outside its own organization. I have in mind 
the bank’s work on the International Finance Corporation. We applaud the 
bank’s willingness to occupy itself with the organization to be formed, which 
is so welcome a supplement of the bank’s activity. With other underdeveloped 
countries, we have been pleading for the realization of the International Finance 
Corporation. 

Another item that I should like to refer to is the so-called medium-term 
credits, which have been alluded to in Washington—they were referred to last 
year. A new development can be seen in that financial institutions in the United 
States have decided to make medium-term credits available. The World Bank 
should take this development into account. We realize that the greatest care 
must be bestowed on the application of these medium-term credits, but to reject 
them would be equal to forfeiting an important means of development. As for 
our country, so far we have, owing to our prudent approach, had fruitful experi- 
ences, some examples of which, amongst other things, being the more intensive 
and the greater exploitation of a lignite mine in southern Sumatra and, fur- 
thermore, the construction of a water-purification installation in our capital, 
because it is well known that owing to the increase in population an improve- 
ment in the water supply is sorely needed. 

Mr. Chairman, I should like to confine myself to these few remarks: Now 
that the bank, in its 11th year, starts its activities under the lucky star of 
favorable economic conditions, I wish for it, and for all of us, that it may in 
an increasing degree carry on the high mission assigned to it at its foundation. 
I think that it will certainly succeed if we follow the advice of our Chairman, 
Mr. Saad, in his opening address of yesterday, namely, to approach the future 
“with aggressiveness and diligence, tempered with prudence.” Thank you. 

The CHAIRMAN. Gentlemen, I have still four speakers on my list. Therefore, 
I wish to announce that the meeting of the Bank Committee on Finance and 
Organization, which was to have taken place at 1 p. m., will take place at 9: 30 
tomorrow morning in the committee room. 

Now I eall upon the Governor for Haiti. 

The GOVERNOR FoR HattI. Mr. Chairman, members of the Board of Governors, 
ladies and gentlemen, the 10th annual meeting of the Board of Governors of the 
International Bank for Reconstruction and Development opens its discussions in 
an atmosphere of international quiescence in which the fear of a universal con- 
flagration with its material and moral suffering yields place to the hope of a 
total peace, favorable to economic expansion and the realization of that new 
social humanism which will offer all men, in all latitudes, the opportunity to 
develop and share in the benefits of civilization. The principal threat to peace 
lies in the unequal distribution of wealth, and that inequality—on the inter- 
national as well as on the national level—constitutes perhaps the thorniest 
and most complicated economic problem of the present day. The World Bank is 
at the heart of the new hopes; it will strengthen the foundations of peace to the 
extent that, faithful to the message of Bretton Woods, it will have contributed 
to the prosperity of all. 

The rich history of this institution justifies the most auspicious prospects 
for the future. In the annual report submitted for our discussion we note 
among the achievements of the bank the increasing growth of its profits and 
its reserves, the consolidation of its financial power on the different capital 
markets, the continued expansion of public confidence in its operations, and 
in particular the predominant place occupied by the underdeveloped countries 
in its various projects. These brilliant results are due, without any doubt, to 
the great comprehension, the prestige, the spirit of initiative, and the energy 
of the President of the bank, Mr. Eugene Black, and of his devoted colleagues. 
I take pleasure in extending to them my congratulations along with those of 
the Haitian Government. 

The irresistible drive toward economic development, which reflects the awaken- 
ing of the masses too long asleep in ignorance and hunger, constitutes their 
highest hope, as well as the hope of the more advanced centers—a truth for- 
merly obscured by imperialism, now brought more and more into evidence by 
the continued rise of industrial production and the need for a reinforcement of 
the traditional markets’ capacity for absorption. 

It is unanimously recognized that exceptional efforts are imperative to cover 
the distance separating the standard of living of the underdeveloped countries 
from the standards of civilization and the demands of human dignity. Accord- 
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ing to a group of United Nations experts, taking account of the population 
growth, an annua! investment of $19 billion, $10 billion of which would have to 
be furnished by foreign capital, would be needed to raise the national income 
in the underdeveloped countries by 2 percent a year. This estimate seems 
excessive in the light of historical precedent and the present flow of investment, 
evaluated at less than a billion and a half; however, it seems rather modest if 
one considers that in the United States alone, where, however, the standard of 
living has already attained a level unknown in the history of mankind, the 
annual volume of private investments of all kinds exceeds $50 billion, without 
taking into account important investments made by the Federal Government 
and the States. 

Again, it is proper to admit that, in general, governments in the underdevel- 
oped countries are fully imbued with their own responsibilities in the process 
of development which, in the first place, must be based upon the national income 
directed by the fiscal and budgetary policy. Their efforts, unfortunately, are 
hampered by the inadequacy of national savings, the instability of the world 
price of their products, and a certain secular trend toward deterioration of 
their terms of trade. This tendency, scarcely rectified in the postwar disloca 
tion and under the inflationary influence of the Korean conflict, is again mani- 
festing itself in the agricultural countries, in a preemptory manner all the more 
dramatic since it has been necessary, as a result of the considerable reduction 
of incomes based primarily upon the movements of international trade, to 
mutilate essential programs of economic expansion conceived with a view to 
achieving the values of civilization. 

The hope of an important influx of private capital has been cruelly disap 
pointed. In Latin America, the downward curve of direct investments of 
American origin became more accentuated during the year 1953, when they were 
estimated at $93 million, compared with an annual average of $333 million 
for the period 1947-49 and $193 million for the period 1950-52. While the rate 
of investment is subject to an impressive combination of factors arising from 
the development of social institutions, a good distribution of national wealth, 
efficiency and stability of the public administration in the specific measures of 
encouragement and protection, it is nevertheless undeniable that, in most uncer- 
developed countries, exceptional energy is being expended to provide an ideal 
climate for investment. The initiative for such proceedings often comes even 
from groups formerly affected by an excessive nationalism consequent upon 
the excesses of imperialism and now made confident through the development, 
since the end of the last World War, of a new international policy based on 
solidarity and mutual assistance, of which the United Nations and the World 
Bank are the shining example. Besides the solemn guaranties daily reaffirmed 
by the Government of the Republic, I wish to mention among the various measures 
adopted in Haiti only tax exemption, the establishment of an industrial bank, 
a recent law protecting new industries, a treaty of guaranty for American pri- 
vate capital against the risks of expropriation and inconvertibility of currency, 
and the professional training of workers on an increasing scale. 

As a result of statutory limitations (need for a government guaranty for 
granting loans to private enterprises and prohibition of equity financing), it 
has not been possible for the World Bank to give appreciable assistance to 
private investment and the industrialization of the underdeveloped countries. 
The formula of guaranty, founded on theory, utopian in fact, was rejected both 
by the enterprises, in the fear of government interference, and by the govern- 
ments, in the fear of being charged with favoritism or of having to pay foreign 
obligations out of their budget. Hence, the origin of the International Finance 
Corporation, which is a new triumph of international cooperation and solidarity 
to which the Haitian Government gives its enthusiastic adherence, congratulat- 
ing the promoters of this institution which adds considerable opportunities to 
economic development, for it is in a position to overcome the hesitations of 
private capital both by offers of financial participations and by attractive ideas 
drawn from the varied experience amassed by the World Bank. 

The new Corporation, conceived only with a relatively modest capital, as one 
of the instruments of economic expansion, does not exempt the World Bank 
from assisting in the industrialization of the underdeveloped countries. The 
latter may continue to come to the aid of private investment by loans to national 
industrial banks, gradually extending to other countries the experiment that it 
has already tried, with unquestionable success, in Turkey and in Ethiopia. 

The main obstacle to direct investment lies in the inadequacy of basic services: 
port facilities, roads and transportation, electric energy, irrigation, etc., financing 
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for which, since the unforgettable upheaval of 1929, is no longer assured by pri- 
vate capital. It is up to the International Bank, partly founded upon that lack, 
to break the vicious circle by accelerating the rate of loans, and if the objection 
is raised that there is a lack of scientifically conceived projects, or an absence 
of integrated development plans, is it not appropriate to consider that the bank 
has a large number of trained specialists capable of making up for the lack of 
technical preparation of the member countries? 

If private capital takes scant interest in the loans intended for the carrying 
out of basic services or public utility projects, it should be remembered, on the 
other hand, that the reconstruction of Europe—helped by the assistance of the 
World Bank and the generous aid of the United States—the partial reabsorption 
of its monetary difficulties, the restoration of its industrial apparatus in the face 
of the constant advice of American production, have given rise to a relative 
abundance of short and medium-term credits in view of the rapid turnover of 
capital goods. The abusive use of such facilities, in the case where projects are 
not immediately profitable or are not of high priority, may indeed weaken the 
repayment capacity or even imperil the equilibrium of the balance of payments, 
but it remains fascinating for countries anxious to increase the rhythm of eco- 
nomic and social progress but unable to find, within a reasonable time, the 
long-term credits needed for large-scale projects requiring extensive use of capi- 
tal goods. 

These considerations bring boldly into relief the need for the International 
Bank to increase financial assistance to underdeveloped countries and to speed 
up the loan procedure. There is no question of renouncing basic criteria which 
are the safeguard both of the institution and of the borrowing country. It is 
not certain that the loans granted during the 19th century and at the beginning 
of the 20th, without consideraion for the producivity factor and the normal reim- 
bursement capacity, improved the fate of the underdeveloped countries whose 
economic and social structure remained unchanged until the irresistible drive, 
of recent date, toward industrialization and expansion. While it is wholly 
conceivable that, in the beginning, without much experience, ignorant of the 
essentials of economic and social evolution of the member countries, preoccupied 
with broadening the sources of its financing and capturing capital markets, the 
bank showed excessive caution, nevertheless, the results brilliantly achieved 
justify an expansion of the volume of credit to satisfy the imperative demands 
of social reality. No institution can content itself with a static code of proce- 
dure. Progress is bound to dynamic formulae. 

Has not the moment come for integrating international solidarity in the con- 
crete terms of social progress? The World Bank, already engaged upon this mis- 
sion where the search for well-being is bound up with the protection of the system 
of free enterprise and the values of democracy, will be able to enrich its develop- 
ment policy with reforms or adjustments which condition the balanced growth of 
laggard economies and the continuity of its development. 

The CHAIRMAN. I eall on the Governor for Israel. 

The GovERNOR FOR ISRAEL. Mr. Chairman, Governors, ladies, and gentlemen, 
the report of the bank for the last year very gratifyingly reflects both quantitative 
and qualitative progress. The scope of credit extended by the bank for the 
financing of various development projects is larger than in any preceding year, 
which, in itself, demonstrates the growing weight and importance of the bank in 
the world economy. The fact that no difficulties were encountered in raising 
funds by the sale of bank securities in countries of hard currency, testifies to the 
prudent and efficient management of the bank’s affairs. All issues of new securi- 
ties have, so far, been an unqualified success. Moreover, the initiation this year 
of the International Finance Corporation is an important departure in the bank’s 
policy and should serve to facilitate the flow of capital into underdeveloped 
countries. 

Even more important is the flexibility in the application of funds loaned by 
the bank. The loans extended for general rehabilitation and development 
schemes, for financing of imports and, in some cases, with a view to providing 
local currency for development projects, are particularly gratifying. But this 
very growth and expansion of the bank’s activities confront it with new problems. 
An analysis of the volume of credit granted by the bank on a regional basis in 
its financial year 1954-55 shows that out of $410 million, $59 million, or only 
14.4 percent, were granted to countries in Asia. The total balance of loans 
outstanding on June 30, 1955, in Asia is $275 million or 12.1 percent of the total. 
However, the flow of capital intended for new development, for lessening the 
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stresses and strains of the economy, for raising the standards of living and 
encouraging international trade, is particularly needed in countries with a high 
pressure of population on resources caused by excess births over deaths or by 
immigration. The population of Asia, apart from Soviet Russia, is increasing at 
the rate of 13 million per annum in comparison with an increase of 7 million 
per annum in America and 3 million in Europe. While in 1949 the national 
income in Europe generally ranged between $350 and $800 per capita, in Asia 
it aggregated $40 to $100 per capita. This is a clear reflection of a great pressure 
of population on limited resources. This discrepancy is one of the crucial 
problems of world economy. 

The problem of expanding the productive capacity in these underdeveloped 
areas is a most pressing one. The usual assumption that capital will flow to 
underdeveloped countries carried along, as it were, by its own force of gravitation, 
is not borne out by the facts. On the contrary, the flow of capital is naturally 
and normally directed toward countries with high productivity and extensive 
internal markets, in fact to countries with diversified economies. The activities 
of the World Bank act as a corrective, by pursuance of a deliberate policy of 
diverting some of this capital to underdeveloped countries. In view of the 
tensions and violent fluctuations in the economies of underdeveloped regions, 
particularly in Asia, it would seem that a policy of the World Bank taking 
into account the pressures of population on limited resources and the needs 
of such regions, is justified. Such a policy could make a great contribution in 
extending the productive capacity of these countries and in encouraging inter- 
national trade. The existence of worthwhile projects of development in these 
regions is, of course, an essential precondition of such a policy. The volume of 
credit could, to some extent, also be related to the scope of initiative and self- 
help demonstrated by the countries in question. The economic conditions pre- 
vailing in such countries, together with their financial position, obviously make 
it, however, difficult to change the present distribution of the value of credit. 

These natural limitations alone are severe enough, and there exists a very 
strong case for waiving the qualitative limitations in these underdeveloped 
regions. Such limitations are not related to the countries’ ability to repay the 
loans, but rest on the use of the loans for capital equipment or the principle of 
linking the loan in each and every case to a particular project. The greatest 
elasticity seems to be desirable in these regions of a great pressure of population 
on limited resources and of a low standard of life. The financing of general 
rehabilitation schemes, of certain import requirements and of specific projects, 
not only with regard to capital equipment but also in respect of local currency, 
might rank equally in such cases with schemes financed according to the 
traditional and conventional methods of financing capital equipment purchases 
for specific projects, which have been adopted hitherto. 

The World Bank bears the promise of contributing to the solution of world 
economic problems, of which the regional problem and the maldistribution of 
resources, retrogression in productivity and development and low standards of 
life seem to be the most pressing. It seems that recently its credit policy tends 
increasingly to be fashioned in such a way as to help bring about the solution 
of these problems and thus to influence the shape of things to come. 

The synthesis of rapid development and stability presents a most difficult 
objective of economic policy. A liberal flow of loan capital, eliminating the 
danger of inflationary financing, would greatly facilitate this task. 

The CHAIRMAN. I call on the Governor for Pakistan. 

The GOVERNOR FoR PAKISTAN. Mr. Chairman, we have read the annual report 
of the bank with great interest. The report for the year indicates that the bank 
has made an important and useful contribution toward the development of 
member countries. My Government has also been able to secure three loans 
during this year and I must thank the bank, its president, and staff for their 
good will, cooperation, and spirit of understanding which marked the process of 
negotiations culminating in these loans. It is also welcome to note that there 
has been an increase in the bank’s technical assistance activities. We have also 
benefited from the training facilities which the bank has been able to extend to 
junior officials. We must express appreciation of the bank’s initiative in estab- 
lishing the Economic Development Institute. I am sure that this institute 
would prove of great benefit to senior officials belonging to member countries who 
will participate in this program. 

There are, however, certain aspects to which I would like to draw attention, 
and I hope my remarks will be taken as suggestions for the future rather than 
criticism of bank’s activities in the past. 
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The bank is called the Bank for Reconstruction and Development. Its charter 
vizualized the immediate function of reconstructing the economies of war-ravaged 
countries. The bank has made quite a major contribution in this task of recon- 
struction. This task is more or less over by now. The remarkable recovery 
of Western Europe in recent years has restored the credit of European countries 
in international capital markets. Consequently, they have been able to obtain 
participation of private capital on a large scale in projects which were sponsored 
with supplementary funds from the bank. With the completion of the phase 
of postwar reconstruction in Burope the emphasis of the bank’s lending ac- 
tivities must increasingly shift to the development of the less developed coun- 
tries. From the very nature of things the underdeveloped countries must re- 
ceive greater attention and higher priority from the bank. To achieve the broad 
objectives of the bank, concentrated efforts should be made toward the develop- 
ment of the underdeveloped areas. Their needs are great as their deficiencies are 
vast. 

In this context, I venture to refer to the cost at which bank’s funds are made 
available to members. It is no doubt recognized that in a period of rising interest 
rates in lending countries, the bank has maintained its rate structure almost 
unchanged. Its funds have also been provided to some borrowers at rates which 
compare favorably with those available from alternative sources. Yet the In- 
ternational Bank was conceived as part of a magnificent experiment in inter- 
national cooperation, and it is in this sense a cooperative enterprise. While 
it must be run on commercially efficient lines and with due regard for safety, its 
essentially cooperative character must not be lost sight of. 

It is in this spirit that we may approach the question of reviewing the need for 
the 1 percent commission charged by the bank for credit to its special reserve. 
If it can be shown that the commercial viability of the bank is not likely to be 
endangered, we might then be prepared, regardless of any comparison with 
conditions in world capital markets, seriously to consider abolishing or at least 
reducing the rate of commission. The total absence of any defaults in the past 
has been a permanent feature of bank’s dealings. The fact that loans are guar- 
anteed by the individual member governments in whose territories they are 
made and the very effectiveness and success of its procdure of assessment and 
scrutiny of loan application should remove any apprehensions of large-scale 
defaults in future years. Moreover, the reserves of the bank have grown 
steadily and, at $184 million in the middle of 1955, are nearly 11 percent of the 
total loan disbursements by the bank. Again, an increasing part of the funds 
now being loaned out by the bank are derived from the steady repayments on 
earlier loans, so that the bank has tended to become a self-financing institution 
and its lending does not bring about a corresponding increase in its own obliga- 
tions to bondholders. Of late the bank has been more successful in obtaining 
releases from the local currency subscriptions of some of its member countries. 
As a result, the bank’s reliance on raising funds in international capital markets 
has declined, and during the last year only a relatively small part of the addi- 
tions to the bank’s funds has been obtained by floating its bonds. Perhaps 
even more important is the fact that the. funds were being obtained without any 
corresponding charge on the bank for it was not required to pay interest on the 
local currency subscriptions drawn from members. The risk factor has been 
steadily diminishing in the bank’s operations so that a reduction in its lending 
rates would not be commercially unwise. 

I must, before concluding, refer to the successful efforts made by the bank 
toward the establishment of the International Finance Corporation. We earnest- 
ly hope that with the wholehearted cooperation of the advanced member coun- 
tries, some of whom have already responded generously, the bank would soon 
be able to organize the Corporation and bring it into operation. This institu- 
tion would, indeed, render great service if it could stimulate the flow of inter- 
national private capital ; its affiliation with the International Bank gives promise 
of its success. Thank you. 

The CHAIRMAN. I call upon the Governor for Peru. 

The GovERNOoR FoR Perv. Mr. Chairman, I wish to congratulate Mr. Black on 
the very excellent report he has presented to us here. I think he should be very 
proud of the work that the bank has done under his able guidance, and which, 
certainly in my country, has received the fullest recognition. 

I want to take this opportunity to review very briefly the relations between 
my country, Peru, and the World Bank over the period of the past few years. 
In view of the many comments I have heard with respect to the function of 
the bank and its member countries I believe that Peru is a good example for, as 
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you know, it is a country which at present is underdeveloped and is on the 
threshold of bringing a greater proportion of its wealth into the economic 
stream of the world. In other words, we are looking forward to greater in- 
creased future development, for we are well aware that our potential has hardly 
been tapped, and great efforts and capital are still needed. 

I am glad to say that in the past 5 years the bank has played an important 
role in helping us finance the necessary basic conditions to insure future sound 
development—which I am confident is still on the increase—not only to our 
benefit but also contributing to the economic success of its operations. I must 
tell you, however, that we made rather a slow start in our relations with the 
bank. There were times when in my country we were extremely impatient 
with the requirements and never-ending formalities that the bank seemed to 
demand. In fact I do not think it is inexact to say that it took a period of 
about 2 years of close work with the bank before we received our first loan. 

As I said, we were impatient and there were times when we thought that the 
care with which the bank seemed to act was too meticulous. Fortunately we 
perserved, and today—5 years later—I am glad to report that Peru has re 
ceived a total of 7 loans from. the bank, 6 of which have been made to our Gov- 
ernment and 1 to private interests guaranteed by our Government. This 
averages, since our first loan in January 1952, 1 loan every 6 months. We do not 
complain—the time we thought lost is, in retrospect, a gain. 

The loans that the bank has made to Peru have been, I think I can say 
without exaggeration, an unqualified success, and we appreciate now the 
benefits of patience at a time when we were inclined to think the opposite. 
For instance the first loan that was made, for port development in Peru, 
has improved our main port’s operations so greatly that apart from all the 
indirect savings that have been made to business, in the form of insurance 
premiums and shipping charges, it has enabled our main port to deposit a 
profit of $1 million in the Treasury of Peru. 

Mr. Black, in his annual report, mentioned that Peru’s release of her 18 
percent capital subscription enabled the bank to allocate a Latin American 
currency for the first time to a loan. We are very happy to be able to con- 
tribute in this way to the successful operations of the bank. We also believe 
that this help is not only valuable in the immediate assistance rendered but 
in the long-term aspect, which creates new markets and thus stimulates our 
foreign trade. 

It is gratifying to note that no objections have been heard today to the expense 
the bank incurs in its efforts to render technical assistance to the various mem- 
ber countries. I want to say that in Peru we consider this technical assistance to 
be of very great value and that the expenditure the bank may make in this respect 
is in reality an economy, for it guarantees the more efficient uses of the resources 
of the country as a result of this technical assistance. In fact, I think that the 
technical assistance that is rendered by the bank, apart from being an insurance 
for its own loans, can be considered as a form of dividend that in Peru is cer- 
tainly most welcome. 

Peru, as a strong advocate of the principle of free enterprise which we fully 
practice, is also very interested in the formation of the International Finance 
Corporation, which I think I can say is being formed on the basis of the expe- 
rience of the bank in the field of international finance. We have already signed 
the articles of incorporation and hope that soon we may be able to advise the bank 
about the ratification of these articles by our Congress. I am certain that when 
this Corporation begins operations it will provide another great. bridge in the 
relations between countries to stimulate the flow of capital and thereby raise 
the standard of living in our respective countries. 

Mr. Chairman, I would like to say how pleased my delegation and I are to be 
meeting in a country that is the bridge between Europe and Asia. It is especially 
fitting that we should meet here, for it is one of the main purposes of the activi- 
ties of the bank to provide a bridge of financial assistance and technical know]- 
edge between countries. Istanbul is indeed a splendid city, rich in tradition and 
history—which I hope may be enhanced further by the fact that such vital and 
important organizations as are represented by the bank and the fund have met 
here. They are, after all, important international instruments in defending— 
if I may use the term—‘our way of life,” and I doubt that anyone would detract 
from the important role they have played in this respect in almost the first 
decade of their operations. 
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Our thanks and deep appreciation should go to the Government of Turkey for 
the preparations they have undertaken for the holding of this successful meeting. 

Thank you. 

The CHAIRMAN. I have no further speakers on my list. I thank all the Gov- 
ernors for their remarks. This has been a very useful discussion, and I may tell 
you that Mr. Black will comment on these discussions at the session to be held 
on Thursday at 12 noon, in this room. 

I would repeat the first announcement, that the Finance and Organization 
Committee will meet at 9: 30 tomorrow morning, in the committee room. 

The meeting is adjourned. 

(Whereupon, at 1: 40 p. m., the meeting was adjourned. ) 


VERBATIM REPORT OF THE FOURTH SESSION 


Thursday, September 15, 1955, at 12:15 p. m., the Honorable Ahmed Zaki Saad 
(Egypt), Chairman 


The CHAIRMAN, I call the meeting to order. I will now ask Mr. Black to 
comment on the Governors’ discussion of the annual report. 

Mr. Back. Mr. Chairman, members of the Board of Governors, on behalf of 
the Executive Directors and the management of the bank, I would like to ex- 
press our sincere thanks to the Governors for their kind and sympathetic recep- 
tion, during the discussion which we had on Tuesday, of the account of our 
stewardship of the bank during the year under review. I am grateful, not only 
for the Governors’ expressions of appreciation of what the bank has been able 
to accomplish, but also for their indulgence and understanding of the difficulties 
and hazards which the bank, which is still a young institution, must take into 
account in formulating its operational and financial policies and procedures. 

I have been especially impressed by the acknowledgments that have been made 
of the value of the bank’s activities in the field of technical assistance. For a 
good many years now it has been my theme, in more speeches than either I or 
my audience may care to remember, that in this enterprise of economic develop- 
ment, money—and especially money in the form of foreign capital—cannot do 
it all. Money is an indispensable ingredient. But money must have with it 
technical and, above all, managerial competence, if the fruits of financial invest- 
ment are to ripen and to be plucked from the tree. 

A considerable and increasing part of the bank’s annual budget is devoted 
to special services to member countries, outside the field of the normal lending 
operations of the bank. I make no apology for this. I welcome the readiness 
of our members to avail themselves of these services. I look on the expansion 
of these services as an indispensable supplement to the lending operations of the 
bank, and I want to take this opportunity of appealing to those of our member 
countries who possess resources of manpower in the economic, technical, and 
managerial fields to do their utmost to spare men of the right caliber to help 
out those of our members who, in this respect, are less well endowed. 

The support of the International Finance Corporation voiced by a number of 
Governors is highly gratifying. I particularly appreciate the fact that so many 
of you have expressed yourselves as believing that IFC’s affiliation with the bank 
is a reason for confidence in the new institution. As Mr. Garner has explained, 
IFC will not have an easy road to travel; it will be breaking new and difficult 
ground. I am personally convinced, however, that IFC can be an important new 
financial weapon in the widespread attack on underdevelopment in which we are 
all engaged. The evidence I have heard during this meeting indicates every 
likelihood that IFC will come into existence, we hope, by January 1, but cer- 
tainly by the early part of next year. We will, therefore, be starting our 
preparations shortly so that IFC may be in a position to grapple with its prob- 
lems promptly after its creation. 

I want to say a few words now about the matter of the 1-percent commission 
rate. I sympathize with those Governors who have emphasized the importance 
of keeping charges on bank loans at as low a level as possible, consistent with 
financial prudence. That is the objective of the Executive Directors and of the 
management, too; and in carrying out that objective we initially fixed the 
statutory commission at the lowest rate permitted by the articles and have 
adjusted downward both commitment charge and interest rate when circum- 
stances permitted. But financial prudence has its demands, too, particularly in 
the case of a still young institution operating in a difficult field where the extent 
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of the risk we are taking is hard to estimate. No one can say with assurance 
what the precise level of the bank’s reserves should be; but this very uncertainty 
emphasizes the need for caution. I am personally convinced that the con- 
servatism shown by the Executive Directors in the matter of the 1-percent com- 
mission was wise and in the best long-term interests of our member countries 

During the annual report discussion on Tuesday several of the Governors made 
reference to a proposal of mine for a pool of 18-percent currencies. I would like 
to be able to give the Governors, as a body, an explanation of that proposal. 

Several months age I addressed a letter to the Governors of the bank for 
Austria, Belgium, Denmark, France, Germany, Italy, Luxembourg, the Nether- 
lands, Norway, Sweden, and the United Kingdom, proposing a first step in the 
direction of a complete liberalization of the bank’s use of its 18-percent paid-in 
eapital. 

I proposed the establishment of a pool of 18-percent currencies in an amount 
of the equivalent of $50 million, to be subscribed by each of the member govern 
ments I have mentioned in proportion to their total capital subscriptions to the 
bank. The funds in this pool were to be available to the bank for lending to any 
borrower, and to be expendable anywhere within the EPU area. 

A substantial majority of the member governments that I approached have 
informed me of their readiness to participate in this pool. 1 have, however, been 
unable to get unanimous consent, and, as my proposal and as the acceptance of 
every government was dependent on unanimity, I regret that I am not able to 
inform the Governors, as I hoped to do, that my proposal would be put into effect. 

I have, however, been much encouraged by the attitude adopted by several of 
the Governors in their reference to the bank’s use of its 18-percent paid-in capi- 
tal, especially with regard to the undesirability of tying the use of it to purchases 
in the releasing country, and to making it an instrument of commercial policy. 

I intend to continue to lose no opportunity to press for more liberal releases of 
this part of our capital, and for the removal of any restrictions on the bank’s 
use of it. I am glad to have these indications that my efforts in the future may 
meet with increasing success. 

Several of the Governors in their talks referred to the bank’s thorough ap- 
praisals of loan projects. They remarked that, although initial delays had some- 
times given rise to impatience, subsequent events had usually proved that the 
time devoted to preliminary investigations had been well spent. It was gratify- 
ing to hear these understanding comments of the Governors. I feel strongly that 
these preliminary investigations and preparations, which are obviously important 
to the bank as a prudent lender, are still more important in the interests of the 
borrowing country itself. 

The bank’s business does not consist of small inconsequential transactions. Its 
loan projects involve large expenditures and long periods of repayment. The 
success of these projects will bring permanent benefits, but their failure would 
impose burdens extending over 10, 20, or 30 years, or even longer. Therefore, 
transactions of this kind are not to be entered into casually or lightly. Time 
wisely invested at the outset will pay dividends over a quarter of a century or 
more. We in the bank are convinced that hasty preparation of loan projects does 
not pay in the long run. 

As a matter of fact, hasty and slipshod preparation is not worthwhile even in 
the short run. Our experience is, as 1 or 2 Governors remarked, that, on well- 
prepared projects, loans can be quickly negotiated; and that the omission of 
necessary steps in the early stages only serves to postpone the time when the 
project will begin to produce benefits. 

As a practical matter we have learned that usually the first loan or two loans 
in any country takes much longer to conclude than subsequent loans. This is 
natural, as time is needed for the bank and the borrower to get to know each 
other. Now that we have several years behind us we are learning more and 
more about the needs and problems of our members, and they are becoming better 
acquainted with our standards and procedures. The result is that projects are 
now coming to us in a more finished state, and in view of that we are able to 
deal with them more expeditiously. I think a large share of the credit for the 
bank’s increased rate of lending, on which so many Governors have commented 
favorably, is due to member governments themselves because of their growing 
appreciation of the value of thorough preliminary preparation of loan projects. 

Mr. Chairman, the bank is now entering the second decade of its operations. 
In the 10 years behind us we have, I know, learned many lessons and acquired, 
I hope, much useful experience. Our task is not a simple one. While we must 
not overlook the lofty principles underlying our charter, we must also not forget 
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that we are enjoined by that same charter to conduct our operations with pru- 
dence, and in the interests of all of our member countries, borrowers and 
nonborrowers alike. 

In our efforts to discharge these responsibilities, we may sometimes frustrate 
hopes and disappoint expectations, even our own. 

But the reception accorded to the annual report by the Governors will, I know, 
be a source of inspiration and encouragement to the executive directors, to the 
management, and to the staff of the bank, to continue to apply their energies, 
their ingenuity and their imagination to the very worthwhile task that has been 
entrusted to us. 

Mr. Chairman, this will be the last opportunity which I shall have to address 
the Governors at this annual meeting, and it is a fitting occasion for me to express 
my thanks to the Government of Turkey for all that they have done to make our 
stay in this historic city so comfortable, so interesting, and so entertaining. The 
arrangements for our meetings have worked smoothly, and the hospitality ex- 
tended to us on every hand has, of course, been the traditional hospitality of the 
Turkish people. 

I should also like, in closing, to say how much I have enjoyed, and profited by, 
the opportunity afforded by our meeting to meet again so many old friends, and 
to make so many new acquaintances. May I offer to all the Governors, and their 
advisers, and to our distinguished guests, my best wishes for a comfortable 
journey back to their home countries? Thank you. [Applause.] 

The CHAIRMAN. Thank you for your comments and for your good wishes. 

Gentlemen, we will now take up the report of the Committee on Finance and 
Organization which you have before you—bank document No. 6. I suggest that 
the Board take up each part of the report separately as soon as the reporting 
member has reported on it. I wish, therefore, to ask the Governor for Burma 
to propose each part in order that the Board may take action. I call upon the 
reporting member, the Governor for Burma, to present the report of the commit- 
tee. 

The GoveRNOR FOR BurMA. Mr. Chairman, I have the honor to report that the 
Committee on Finance and Organization met at 9:30 a. m. on Wednesday, Sep- 
tember 14, 1955, and considered the following agenda items: (1) Financial state- 
ments and annual audit; (2) administrative budget for fiscal year ending June 30, 
1956; (3) allocation of income to reserve; (4) loan regulations Nos. 3 and 4. The 
Committee also had before it a statement by the Director of Marketing on the 
marketing activities of the bank. The President of the bank commented briefly 
on several of the matters before the Committee. 

Financial statements, annual audit and administrative budget: The financial 
statements and annual audit attached as appendixes A to H, inclusive, to the 10th 
annual report, were then considered. The Committee also considered the admin- 
istrative budget for the fiscal year ending June 30, 1956, attached as appendix K 
to the annual report, and a supplemental report, dated August 22, 1955, giving 
additional information concerning the budget. The budget was prepared in ac- 
cordance with section 19 of the bylaws and approved by the executive directors. 
The Governor for India again expressed his concern that the bank should increase 
the representation of Asia on the staff of the bank, in order to assure firsthand 
knowledge of that area, and urged that this point be kept in view if and when 
additional staff is recruited for the International Finance Corporation. In the 
name of the Committee, I have the honor to recommend to the Board of Gover- 
nors the adoption of the draft resolution on the financial statements and budget 
attached hereto as annex 1. 

The CHAIRMAN. You have heard the recommendation of the Committee that 
the Board should adopt the draft resolution on the financial statements and 
budget attached hereto as annex 1 of this report. Is there any objection, or any 
discussion? [No response.] ‘This part of the report is adopted. 

Will the Governor for Burma please proceed? 

The GoveRNOR FOR BurMA. Allocation of income to reserve: the Committee con- 
sidered the report of the executive directors, dated July 14, 1955, on the allo- 
cation of income to reserve and concurs in the recommendations of the executive 
directors. The Governor for Jordan, supported by the Governor for Pakistan, 
stated that in his view the revenues of the bank are more than adequate in view 
of the present size of the bank’s reserves, which amount to more than 8 percent 
of loans, and he proposed that the Committee recommend to the Board of 
Governors a reduction in the 1-percent commission charged by the bank. The 
Governor for the United States, supported by the Governors for the United 
Kingdom and France, expressed the view that the 1 percent commission should 
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be continued unchanged pending further experience in order to assure the 
financial stability of the bank and a favorable market for its obligations. He 
also indieated that if subjects of this nature were to be explored, consideration 
might well be given to other dispositions of the bank’s net revenues, In the name 
of the committee, I have the honor to recommend that the Board of Governors 
note with approval the allocation of the net income of the bank for the fiscal 
year ended June 30, 1955, to the reserve against losses on loans and guaranties, 
in accordance with resolutions previously adopted by the Board of Governors 
and by the executive directors. 

The CHAIRMAN. The point for decision is that the Board of Governors note 
with approval the allocation of the net income of the bank for the fiscal year 
ended June 30, 1955, to the reserve against losses on loans and guaranties. 

Is there any discussion? [No response.] 

Is there any objection? [No response. ] 

Without objection, the Board of Governors approves and adopts the recom- 
mendations of the Committee. 

The GOVERNOR FoR BuRMA. The Committee next considered the report of the 
executive directors, dated July 14, 1955, concerning revised loan regulations 
Nos. 3 and 4, dated February 15, 1955, of the bank. 

The Committee recommends that the record of the proceedings of the 10th an- 
nual meeting state that the revised regulations have been reviewed and noted by 
the Board of Governors. 

The CHAIRMAN. Is there any discussion? [No response.] 

The recommendation of the Committee is adopted. 

With your approval, gentlemen, of the recommendations of the Committee on 
Finance and Organization, I now declare the report approved and its recom- 
mendations adopted. 

On behalf of the Governors I thank the reporting member, the Governor for 
Burma. 

Is there any further discussion? [No response.] 

The Procedures Committee will meet in the committee room at 1 p. m. today. 

This meeting is adjourned. 

(Whereupon, at 12: 40 p. m., the meeting was adjourned. ) 


IV. Use or tHe Funn’s Resources 


The fund’s general policies regarding the use of its resources, and 
in particular its policies on gold tranche drawings, standby arrange- 
ments, and the application of the waiver provisions of the articles of 
agreement, which were outlined in the annual reports for 1953 and 
1954, have been maintained without change during the past year. The 
fund is equipped to make its resources available to members, either to 
help them in meeting special temporary balance-of-payments dif- 
ficulties or, in association with other measures undertaken by them, 
in insuring exchange stability and avoiding restrictions, and in main- 
taining or establishing the convertibility of their currencies. 

The record of fund transactions since the reconsideration of policy 
which began in 1952 shows that the principle is now well established 
that, unless there are overwhelmingly strong reasons for not doing 
so, the fund will invariably grant members’ requests for gold tranche 
drawings. Of the 20 purchases of currency made since February 
1952, 14 were gold tranche transactions, on which only the fund 
service charge of one-half of 1 percent is payable by members. 

Although no comparable principle applies to drawings beyond the 
gold tranche, a sufficient number of countries have requested and been 
granted such drawings to demonstrate that more substantial assistance 
is readily available in case of need to countries that are pursuing poli- 
cies consistent with the objectives of the fund. Applications for these 
drawings are naturally subject to a more detailed examination of all 
the relevant circumstances, and the larger the drawing in relation to 
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a member’s quota the stronger is the justification required of the 
member. 

In practice, the fund’s attitude toward applications for drawings 
within the first credit tranche (i. e., drawings that raise the fund's 
holdings of a member’s currency above 100 percent but not over 
125 percent of its quota) is a liberal one. Members are aware that, 
if they face balance-of-payments problems of a temporary nature, 
they may confidently expect a favorable response from the fund to a 
request for a drawing within the first credit tranche, provided they are 
themselves making reasonable efforts to solve their problems. 

There is not as yet the same body of precedent for drawings beyond 
the first credit tranche, but several sucn transactions have been ap- 
proved. Should the need arise, and sheuld the justification be om 
stantial, members need not doubt that drawings on subsequent tranches 
will be permitted. Foremost among the developments that the fund 
foresees as justifying liberal approval of such drawings are trans- 
actions in support of the establishment or maintenance of converti- 
bility. 

The fund’s standby arrangements have now been applied often 
enough to show that they are valuable to members and helpful in 
achieving the purposes of the fund. As further progress is made 
toward convertibility, the standby arrangements should become still 
more useful. The amount of supplementary support which would 
in fact insure adequate protection to a member against any imme- 
diate pressure upon reserves that might arise as a consequence of a 
formal declaration of convertibility cannot easily be estimated with 
any precision. However, in the formulation of national policies in 
relation to convertibility, the fund’s resources can confidently be 
regarded as an important supplement to members’ reserves. 

The fund will continue to consider the further appropriate develop- 
ment of its practices so that, without neglecting the importance of 
maintaining proper standards, its operations may be made more help- 
ful to members. In its practices, the fund has recognized that it is 
appropriate, where necessary to carry out any of the policies outlined 
above, to grant a waiver under article V, section 4, to permit countries 
to draw more than the 25 percent of quota normally permitted during 
a 12-month period. Several such waivers have already been granted, 
including one which permitted a member to draw 50 percent of its 
quota, of which half was within the gold tranche. 

During the year ended April 30, 1955, demands for the fund’s re- 
sources were very light. Three members purchased currencies from 
the fund amounting to a total of $48,750,000. This was smaller than 
the total of purchases from the fund in either of the 2 previous fiscal 
years, and considerably less than the total repurchases of more than 
$275 million during the fiscal year 1954-55. Both the number and 
the total amount of repurchases were much higher than in any previous 
reporting year, and at the end of the year the fund was in a more liquid 
position than it had been for some time. P 

The history of fund transactions during the last year is rightly inter- 
preted as one indication of the widespread relaxation of balance of 
payments pressures and the strengthening of the monetary reserves 
of many fund members. 
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The number of members that have had special balance of payments 
difficulties has been smaller than in previous years. The past year’s 
record of transactions can, however, hardly be regarded as normal. 
One of the purposes of the fund is “to give confidence to members by 
making the fund’s resources available to them under adequate safe 
guards,” so that the balance of payments maladjustments which are to 
be expected from time to time may be corrected “without resorting to 
measures destructive of national or international prosperity.” Even 
in circumstances where there were few special situations which justified 
recourse to the fund’s resources, balance of payments deficits might 
be expected in the normal course of events, which would properly be 
alleviated by transactions on a larger scale than that of the past year. 
In addition, access to the fund's resources may be regarded as a means 
for helping members to accelerate the relaxation and removal of re 
strictions. It might have been expected that during the past year 
members that, on account of the ait of their own reserves, have 
hesitated to remove restrictions more rapidly or have felt obliged to 
intensify their restrictions, would have made more use of the fund’s 
facilities. 

The revised schedule of charges referred to in last year’s annual 
report, which expired on December 31, 1954, was extended for another 
year by a decision of the Executive Board. However, the fund’s atti- 
tude to its schedule of charges remains flexible, and is being kept under 
review. A general study of the principles underlying the system of 
the fund’s charges, which is now in preparation, will be reviewed by 
the Executive Board during the year. 

In accordance with article IIT, section 2, of the articles of agreement, 
the fund has an obligation to review the quotas of its members at 
intervals of 5 years. As the next such review is due in 1956, the 
Executive Board has constituted itself as a Committee of the Whole 
to study the problems and to prepare a report in accordance with rule 
D-3 of the fund’s rules and regulations, 

Certain fund members, as a matter of policy or of practice, allow 
exchange rates in their markets to fluctuate in such a way that exchange 
transactions in their currencies are not based on parity in accordance 
with article IV, section 3, of the fund’s articles of agreement. For 
practical reasons, it seemed desirable to establish general rules to 
cover the operating problems which these situations create for the 
fund, and on June 15, 1954, the Executive Board of the fund adopted 
a set of rules to deal with them. These rules make it possible for 
the fund to engage in transactions in the currencies of these mem- 
bers on an equitable basis and to make the computations required by the 
fund agreement. In this latter respect they are intended to facilitate 
the periodic revaluations of the fund’s holdings of fluctuating cur- 
rencies, as well as their revaluation for the purpose of actual transac- 
tions. Other members of the fund are not precluded by the fluctua- 
tions of a member’s currency from purchasing it from the fund; nor 
is a member whose currency fluctuates necessarily deprived of its right 
to purchase the currencies of other members. The rules become opera- 
tive in any given case only after the fund has decided to apply article 
IV, section 8, to its holdings of a fluctuating currency. So far, the 
fund has so decided in the cases of Canada and Peru, and the rules 
have been applied to the fund’s holdings of the currencies of these two 
members. ‘The rules are intended to be experimental, and they will be 
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reviewed from time to time in the light of experience. They have the 
eon pur pas of facilitating t the operations of the fund. The 
und’s general position on fluctuating rates, as set forth in the annual 
report for 1951, has not been changed by the adoption of these rules. 
On October 15, 1954, the Executive Board restored France’s eligi- 
bility to use the fund’s resources. France automatically became in- 
eligible in January 1948, when it found itself unable to accept the 
modifications suggested by the fund of the alterations in the French 
exchange system that were contemplated at that time, and decided 
instead to proceed with its own proposals. The fund, accordingly, 
eonsidered that France had made an unauthorized change of par value. 
The decision of October 15 was taken in light of the earlier abandon- 
ment by France of the multiple currency practices and discriminatory 
arrangements which the fund had found unacceptable. 


FUND TRANSACTIONS 


The standby arrangements with Belgium, Mexico, and Peru, 
described in last year’s report, continued in effect during the year 
ended April 30, 1955, the arrangements with Mexico and Peru having 
been renewed. These arrangements permitted drawings up to $50 
million, $27.5 million, and $12.5 million, respectively. No drawings 
were made during the year under any standby arrangement. 

The 3 purchases of currencies from the fund during the year, 
amounting to a total of $48,750,000, were made by Indonesia which 
purchased $15 million for rupiah in ‘August 1954, by Colombia which 
purchased $25 million for pesos in December 1954, and by Iran which 
purchased $8,750,000 for rials in January 1955. 

The purchase by Indonesia, which has not yet agreed on a par value 
with the fund, was made at the same provisional exchange rate as 
had been approved by the Executive Board for its subscription pay- 
ment, and was within its gold tranche. Under a waiver pursuant to 
article V, section 4, Colombia purchased an amount equal to 50 
percent of its quota, and of this amount one-half was within its 

old tranche. Since Iran made a repurchase of $8,732,559.96 before 
its drawing in January 1955, the drawing made at that time was 
within its gold tranche. 

As shown in table 1, 12 members repurchased during the year 
amounts of their currency from the fund for gold and dollars, 
equivalent to $276,275,398.29. 


TaBLe 1.—Repurchases of currency from the fund, fiscal year ended April 30, 
1955 


{In U. 8. dollars] 








Member : Amount of repurchase | Member—Continued4mount of repurchase 
Aupteatie oo cl 24, 000,000. 00) In@ia). scteuiusausi- 36, 182, 000. 00 
ig. cdot 7, 499, 741. 79 | OS a eS 8, 732, 559. 96 
a 10, 963, 500. 00 PRPOSURY ...cemseia 375, 000. 00 
TN scsi tices 1, 434, 142.18 RI os ae cacrgesatin ie 7, 000, 000. 00 
Pee te 3, 000, 000. 00 United Kingdom__ 112, 000, 000. 00 
Prenee se. ol. a 20, 000, 000. 00 na nan eraase 
Germany__ ~~... 45, 088, 454. 36 IO 5d ape ace Succ 276, 275, 398. 29 
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Iran’s repurchase obligation as of April 30, 1952, had been under 
discussion with the member for some time. At the member’s request, 
the Executive Board agreed to postpone payment of the obligation 
until January 1955. A further repurchase obligation as of April 30, 
1954, was incurred by Iran, and both these obligations were discharged 
in January 1955. 

At the time of Brazil’s drawing from the fund in October 1953, a 
repurchase schedule had been agreed providing for payments in 1957 
and 1958. A repurchase obligation under the provisions of article V, 
section 7 (b), for $34,436,000 was subsequently computed by the fund 
as having been incurred by Brazil as of April 30, 1953. After diseus- 
sions between the fund and Brazil, the member agreed with the fund’s 
computation and requested that payment of this repurchase obliga- 
tion be postponed to coincide with the payments to be made in accord- 
ance with Brazil’s repurchase schedule. The Executive Board agreed 
to this request. 

Turkey made repurchases of its currency from the fund in December 
1954 and in January 1955 equivalent to $3 million and $4 million, 
respectively, in compliance with the commitment undertaken when it 
purchased exchange from the fund in August 1953. A repurchase 
obligation under the provisions of article V, section 7 (b), was incurred 
by Turkey as of April 30, 1954, part of which was discharged by the 
payment made in January 1955. The payment of the remainder, 
amounting to $4,116,324.70, was postponed, with the approval of the 
Executive Board, until the end of November 1955, when, according 
to Turkey’s repurchase schedule, a payment of $5 million will be due. 

Between March 1, 1947, when the fund commenced operations, and 
April 30, 1955, the fund effected transactions equivalent to $1,197.7 
million on behalf of 26 members. A summary of fund transactions 
is shown in table 2. 

Of the total of $686.2 million repurchased by members, $308.2 mil- 
lion were mandatory repurchase obligations in accordance with article 
V, section 7 (b), of the fund agreement, while $378.0 million represent 
voluntary repurchases. In the latter, no distinction is made between 
repurchases offered by members on their own initiative, and repur- 
chases in fulfillment of commitments undertaken on the occasion of 
drawings in accordance with the Executive Board decision of February 
13, 1952, on the use of the fund’s resources. Of the total of $1,197.7 
million drawn from the fund, $807.4 million has been repaid to the fund 
either through repurchases by members that had drawn upon the fund 
or through Nea wiies by other members of currencies of members that 
had purchased from the fund. Of the remaining $390.3 million, $335.4 
million falls within the gold tranches of the members concerned. 
Eleven members, whose currency subscriptions to the fund exceeded 
75 percent of their quotas, have incurred repurchase obligations which 
exceeded any previous transactions they had had with the fund. The 
total of their repurchases in excess of any previous transactions has 
amounted to $78.3 million. 
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Taste 2—Summary of fund transactions from the beginning of operations to 
Apr. 30, 1955 


{In millions of United States dollars] 


' 
Currencies | Currencies | Repurchases 
purchased | sold by by me m- 
by fund 





Australia... ....- 
Austria____- 
Belgium ___. 
Bolivia 

Brazil ay 
Chile___ 

Colombia 

Costa Rica ay 
Czechoslovakia. _ -_- 
Denmark 

Egypt 

Ethiopia 
Finland_. 

France 

Germany 

NE tak 
Indonesia 

Iran 

Japan 

Lebanon 
Mexico... wee 
Netherlands. __- 
Nicaragua... _-- , 
Norway 

Paraguay 

Se ae 
Sweden________ 
Syria_ 

Turkey . . 
Union of South Africa.__._________- 
United Kingdom__ 
United States 
Yugoslavia 


— 
ow 


Bone 
on 


/ a 
| OE 
~— 


| COOROHKROMRAOM4I! 





Total ! 





! Totals may not equal sum of items because of rounding. 


The fund’s holdings of gold increased during the fiscal year from 
$1,718.5 million to $1,744.4 million, as a result of payment by Israel of 
that part of its subscription payable in gold, of settlement of repur- 
chases by six members, and of payments by other members of various 
fund charges. 

On April 30, 1955, the fund’s holdings of currencies (including non- 
negotiable, non- inter est-bearing notes) amounted to the equivalent of 
$6,.299.7 million, of which $1,608.8 million was in United States dol- 
lars. Of the other fund holdings of convertible currencies totaling 
Mi S $365.5 million, the largest was in Canadian dollars equivalent to 

S $225 million. The fund’ s total holdings of gold and convertible 
a rencies amounted to $3,718.7 million. 

At various points of time since the fund started operations, ex- 
change transactions have raised the fund’s holdings of the currencies 
of 15 members (including Czechoslovakia, which ceased to be a mem- 
ber of the fund on December 31, 1954) above their quotas. These 
members therefore became subject to the appropriate charges on bal- 
ances in excess of quota. On April 30, 1955, 4 members and Czecho- 
slovakia were currently paying such charges to the fund. During the 
past year, one member with monetary reserves less than one-half of its 
quota, as well as Czechoslovakia, availed itself of the opportunity pro- 
vided in the fund agreement to pay in its own currency part of the 
fund charges that are otherwise payable in gold. 
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Total charges on balances in excess of quota amounted to the equiv- 
alent of $3.8 million in the fiscal year ended April 30, 1954. In the year 
ended April 30, 1955, the total was $2.0 million. 


COMPUTATION OF MONETARY RESERVES 


Monetary reserves data as of April 30, 1954, have been received from 
53 members. Of the three members which have not yet submitted the 
required reports, one cannot have a repurchase obligation. For the 
remaining two members, Bolivia and Brazil, the submission of mone- 
tary reserves data is necessary to determine whether there is a repur- 
chase obligation as of April 30, 1954, and efforts to obtain the data are 
being continued. 


V. Payments DEVELOPMENTS IN THE Principat ReGions 
UNITED STATES 


The recession of economic activity in the United States which set 
in after the second quarter of 1953 fell into two phases. Between the 
second quarter of 1953 and the first quarter of 1954, gross national 
product declined by just under 4 percent (after allowing for seasonal 
influences) and manufacturing production by a little more than 9 per- 
cent. Thereafter there was a 6 months’ lull, which brought neither 
a significant further deterioration nor yet a recovery. A distinctive 
feature of the recession was the stability of domestic prices through- 
out 1953 and 1954. 

The initial relatively sharp downward adjustment of manufactur- 
ing production was followed by a fall in imports in 1953. Though 
tinal demand recovered in the fourth quarter of 1954 and manufactur- 
ing output responded with a sharp rise, imports did not turn upward 
again until December 1954. As further expansion of domestic demand 
early in 1955 raised the index of manufacturing production fully 6 per- 
cent above the corresponding figure for 1954, imports continued to 
recover and in the first quarter of 1955 were higher than in the corre- 
sponding quarter of the previous year. 

While the effects of the United States recession upon the balance of 
payments of the rest of the world were sustained without serious diffi- 
culties, this was not because its direct effects on international trade 
were abnormally small. In contrast to 1948, however, many countries 
outside the United States were in a far better position in 1953 to 
absorb the impact of a United States recession, for the foundations of 
their balances of payments had been greatly strengthened in recent 
years. Whereas gold and dollar reserves outside the United States 
had been falling in 1948, they were rising at an annual rate of more 
than $2 billion during the year preceding the 1953-54 recession. 
United States Government expenditures abroad did not increase, as 
they had done in 1948-49, but there was a considerable expansion in 
the net outflow of private capital funds from the United States—a 
development which was related only in part to the United States re- 
cession. 

The impact of the recession on the balance of payments is best meas- 
ured by comparing, not the calendar years 1953 and 1954, but the years 
ended September 1953 and September 1954. It is then seen that the 
recession, measured by a contraction of about 2.5 percent in gross na- 
tional product and of 7 percent in manufacturing production, was 
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accompanied by a decline of some 9 percent in import volume and, 
since import prices rose by about 2 percent, of a little more than 7 per- 
cent in the value of imports. 

The effect of the recession on the value of imports was clearly not 
inconsiderable. When these figures are compared with data for the 
recession of 1948-49 (table 3), it is seen that the volume of imports 
fell proportionately more in 1953-54 than in 1948-49. But as unit 
values in 1953-54 either rose, or fell less rapidly than in the earlier 
recession, the proportionate decline in the value of imports was much 
the same on both occasions. The rapid advance in industrial produc- 
tion outside North America no doubt accounts for the absence of any 
decline in the prices of manufactured imports and also in part for 
the maintenance of the prices of some raw materials. Threatened 
shortages of coffee and cocoa helped raise the pee level of primary 
foodstuffs imported into the United States. The decline in import 
volume was accentuated by consumer resistance to high prices for coffee 
and cocoa. 


Taste 3.—Changes in United Stetes manufacturing production, prices, and 
imports, 1948-49 and 1953-54 


Percentage change between Percentage change between 
1948 and 1949 years ended September 1953 
and September 1954 





Unit Unit 
Value Volume value Value Volume 

| (price) 

H+ 


Manufacturing production 
I nn ca eenupheee : 
Imports: 

Total 

Foodstuffs 

Raw materials 

Finished manufacturers -----.---------- 

| 


Sources: U. 8S. Department of Commerce, World Trade Information Service, Statistical Reports, Total 
Export and Import Trade of the United States (Washington): Survey of Current Business (Washington). 





The fall of 7 percent in the value of imports is equivalent to an ab- 
solute decline of about $850 million. The total supply of United 
States dollars ' to the rest of the world fell, however, by only $300 mil- 
lion. At the same time, the continuance of economic expansion and 
the relaxation of restrictions on dollar imports abroad raised expendi- 
tures on United States exports and net expenditures on services by 
approximately $300 million. The combined effect of these move- 
ments was a decline of $560 million, from $2,090 million to $1,530 
million, in the net receipts of gold and dollars by the rest of the world 
from transactions with the United States (table 4). 

The effects of the recission on imports were not offset by any in- 
crease in net United States Government expenditures abroad; in fact, 
these expenditures declined slightly as a result of a fall in Govern- 
ment grants and loans. On the other hand, the increase in the net 
outflow of private capital from the United States—estimated at about 
$820 million (or if errors and omissions are excluded, $710 million) 7— 


2As measured by private United States imports, net private capita) outflow (including 
errors and omissions), net Government economic grants and loans, military expenditures 
on goods and services, and other net Government payments. . 

2The relevant figures in table 5 include errors and omissions as capital movements. 
Though by their nature the transactions so labeled are not clear, it is believed that changes 
in errors and omissions in fact largely represent unidentified capital movements. 
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was roughly equivalent to the total decline in United States private 
merchandise imports. The volume of United States direct invest- 
ment abroad was indeed smaller than in the previous year, but the flow 
of private portfolio long-term and short-term capital, which on bal- 
ance in 1952-53 had been in the direction of the United States, reverted 
in 1953-54 to a net outward movement (some of which corresponded 
to the accumulation of payments arrears). In part, this may have 
been due to movements in interest rates. The rapidily improving 
reserve position in many other parts of the world had stimulated re- 
payment of debts to the United States in 1952-53 ; but following a half 
year in which the liquidity of the banking system had been increas- 
ingly curtailed, credit conditions in the United States became easier 
in the early summer of 1953, and lower interest rates probably had 
some influence on the renewal of the net flow of ooial funds from 


the United States in 1953-54. 


TABLE 4.—Summary of United States balance of payments, 1953-55 ' 


[Annual rates in billions of United States dollars] 


Year ended 


September 4th | Ist 
iliac quarter quarter 
1954 1955 2 








Major sources of dollar supply: 
Private transactions: 
Merchandise imports 3_ __- ees —11.2 —10.3 —10.3 -11.0 


Capital (including errors and omissions), ORGS csccedve : —.8 —3.2 7 
I Ai i eel —11.2 —11.1 —13.5 —10.3 
Government transactions: og 
Military expenditures on goods and services____--- —2.4 —2.6 | —2.6 2.6 
Nonmilitary grants and loans, net_______- edie —2.0 —1.6 | —1.8 —2.8 
Other Government transactions.___..____- alt a a wet > ont . 
ONES 56h. Sika S chad co aiietndttusmeicdcdawkwedadwk —4.3 —4.1 | —4.2 | —5.4 
Major uses of dollar funds: Private transactions: m5 ie : 
RRCRORIIIN GINO 85 oe ait ca dase ct eae adkasekey ne a 12.4 | 12.5 | 14. 2 | 14.0 
Services (including donations), met_................-_--.--- 1.0 1.2 | 2.2 1.4 
I Oh ia i 13.4 13.7 16.4 15.4 
Net acquisition of gold and dollar assets from the United | eaten | re | 


NN isieiea/gdsu-odanthisiath oheiehs Soe aedioandecameiaeeel : 2.1 | 1.5 | 1.3 3 


1 Transfers of military goods and services under aid and the corresponding grants are excluded. No 
sign indicates credit; minus sign indicates debit. 

? Preliminary. 

3 Total merchandise imports less military imports. 

4 Net United States private capital plus net long-term foreign capital (direct and portfolio) investments 
other than transactions in U. 8. Government securities. 

5 Total merchandise exports less exports financed by military aid. 

6 Gold movement, short-term foreign capital (net), and transactions in U. 8. Government securities. 


Sources: U. 8. Department of Commerce, balance of payments of the United States, 1919-53 (Wash- 


ington, 1954); The First Quarter Balance of Payments, Survey of Current Business (Washington), June 
1955, pp. 5-14. 


In the fourth quarter of 1954, while the recovery of United States 
imports was still delayed, there was a further expansion of the net 
outflow of United States private capital, especially on short term and 
medium term, to Europe and Latin America. On the other hand, the 
continuing liberalization of dollar imports by major European and 
some sterling-area countries, and the further expansion of production 
and consumer demand in Europe, again increased United States 
exports, which were greater by about 10 percent than in the fourth 
quarter of 1953. As a result, the annual rate of net earnings of gold 
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and dollars by countries outside the United States fell by about $200 
million, to $1.3 billion. 

This decline was accelerated in the first quarter of 1955. Though 
United States private imports were amost 7 percent, and net United 
States Government expenditures abroad almost 30 percent, above the 
levels of 1954, the annual rate of receipts of gold and dollars by the 
rest of the world from transactions with the United States fell to $300 
million. United States exports were at a rate some 10 percent above 
that for the first half of 1954. A more important explanation of the 
fall in the rate of receipts of gold and dollars, however, was the 
reversal of the net outflow of private portfolio and short-term capital. 

What has been said about the course of United States transactions 
with the rest of the world as a whole is not true without important 
qualification of its transactions with each one of the major trading 
areas. Exports to the United States by Canada, by several northern 
Latin American countries, and also by the West African dependencies 
declined very little, or actually increased (table 5). Some of these 
countries export mainly such raw materials as newsprint, petroleum, 
and aluminum, for which the United States demand has shown a 
strongly rising trend. Others are mainly exporters of coffee and 
cocoa. 


TABLE 5.—Value of United States imports, 19538 and 1954 


{Values in billions of United States dollars] 


Year ended 





. _ — ——————msel | PETONEeS 
Country of origin 
September September change ' 
1953 | 1954 

—- | - | —_— -]——-—-— 
I a I 2.5 | 2.4 —-4 
Northern Latin America ?_____._-- eh 3 ‘ 2.3 2.3 +1 
De ee nae ne patisubincndcamaninuwan 1.3 | 1.0 —24 
Continental Western Europe: + 

i irae a in i ee ee 7.7 1.5 —12 

NII on gee ae 35 | .40 +12 
aS ee See site ane 1.75 1. 55 —12 
Pf OS ee a Se en Eset esata: i 1.1 —8 


a a a ag a aaa tree al | 11.1 10.3 -—7 


1 Based on figures in millions of United States dollars. 

rpms Central America, Colombia, Cuba, Venezuela, i. e., countries exporting mainly coffee, petroleum, 
and sugar. 

3 Argentina, Bolivia, Chile, Ecuador, Paraguay, Peru, Uruguay. 

4 Continental OEEC, Finland, Spain, Yugoslavia. 


Source: U. 8. Department of Commerce, World Trade Information Service, Statistical Reports, Total 
Export and Import Trade of the United States (Washington). 





On the other hand, there was a considerable decline in exports to 
the United States by countries supplying raw materials more sensitive 
to recession, such as raw wool, rubber, and several nonferrous metals 
(tin, lead, zinc) or manufactured products which are marginal to 
United States total consumption. The marked decrease in United 
States imports from southern Latin America in 1954 was in part a 
result of the fact that 1952-53 shipments of wool had been abnormally 
large. The figure for continental West European countries was af- 
fected by a 50 percent decline in shipments of steel-mill products from 
the abnormally high figure of 1953. United States imports from 
Australia and New Zealand (largely wool) and from Malaya, Thai- 
land, and Indonesia (rubber and tin) also fell considerably. 
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The increase of about $150 million in total United States exports 
between the years ended September 1953 and September 1954 was the 
net effect of a decline in shipments to Canada of over 10 percent, and 
increases of various magnitudes in exports to all other areas. 

Of the total increase in the net outflow of private capital from the 
United States in the year ended September 1954, net lending to inter- 
national institutions (mainly the International Bank for Recon- 
struction and Development) accounted for some $180 million. The 
increase in the net movement to Canada is estimated at about $250 
million. Though United States direct investments were some $40 
million less than in 1952-53, the net outflow of other private long-term 
and short-term funds—both United States and Canadian—of some 
$100 million in 1953-54 replaced inward movements of almost twice 
that magnitude in the previous year. United States direct investment 
in Latin America declined sharply, but there was a considerable out- 
flow of short-term capital funds from the United States in 1953-54, 
which contrasted with a net inflow in the previous year. In 1952-53 
substantial repayments of short-term loans (including accumulated 
payments arrears) had been made to United States exporters by Latin 
American countries largely from the $300 million Export-Import 
Bank loan to Brazil that was made at that time, but in 1954 there was 
a renewed increase in short-term indebtedness which accompanied 
rising United States exports to Latin America, including the refinance- 
ing of payments arrears by short-term and medium-term private bank 
credits. 

Private capital movements between the United States, on the one 
hand, and the sterling area and continental Western Europe, includ- 
ing dependencies, on the other, resulted in a decline in the net inflow 
to the United States in the year ended September 1954. While on 
balance the net movement of long-term funds (United States and 
foreign) was still toward the United States, the net flow of United 
States short-term capital to Western Europe increased by $150 mil- 
lion, much of which may be attributed to interest-rate motivations and 
increases in working balances associated with the reopening of Euro- 
pean gold and commodity markets. 

The net flow of private capital funds from the United States con- 
tinued in the fourth quarter of 1954, especially to the United Kingdom, 
the continental OEEC countries, and Latin America. It partially 
offset the increases in United States surpluses on private current ac- 
count with these areas, which were due mainly to a further expansion 
of United States exports, especially to continental Western Europe, 
where the increase was almost 35 percent. This was attributable to 
the continued expansion of European demand, which for such items 
as coal and steel was outstripping European supplies, to an inferior 
crop which increased the demand for cereals, and to the further re- 
moval of restrictions on dollar imports. 

The increase of United States imports in the first quarter of 1955, 
which was in part seasonal, favored mainly raw material exporting 
countries. Since United States exports to these countries began to 
fall, to some extent because of intensified restrictions, the United 
States current account surpluses with Latin America, the sterling area, 
and other primary producing countries declined. The reversal of the 
flow of private capital, however, affected all trading areas. The gold 
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and dollar reserves of the Latin American countries fell, despite the 
improvement on current account, and the rate at which continental 
Western Europe as a whole earned gold and dollars from the United 
States was substantially reduced. On the other hand, a decline in the 
United States surplus on private current account with the sterling 
area, due chiefly to seasonally larger United States imports from the 
overseas sterling area, somewhat more than offset the reversal of the 
net movement of capital funds, and the sterling area received a small 
balance of gold and dollar funds from its transactions with the United 
States. 
CANADA 


In Canada, as in the United States, there was a decline in economic 
activity which began in the second half of 1953. This was brought 
about mainly by a downward adjustment of production and inven- 
tories to declining fixed investment outlays, and was aggravated by a 
drop in farm production. The fall in gross national product was 
much the same 1n proportion in both countries. Despite the decline in 
United States activity, exports to the United States fell by only 4 
percent, being sustained by a growing demand for newsprint, nickel, 
and aluminum. Overseas demand for wheat fell, but other exports 
were well maintined. The value of Canada’s total exports in 1954 
fell by 6 percent and of total imports by 7 percent. 

As in 1953 the current account deficit which was much the same as 
in the previous year was offset by a capital inflow (table 6). The 
effects of these movements upon the ¢ ‘anadian balance of payments 
and their relations to fluctuations in the rate of exchange are exam- 
ined in a later section of this report. 


Tare 6.—Summary of Canadian balance of payments, 1953 and 1954! 


[In millions of Canadian dollars] 














1953 1954 
Merchandise exports to 
United States ae S aatac nies week Bowie Maia be d2sbh. sf pice ur 2, 458 2, 355 
United Kingdom esc. aas' ts caaeyect ec (1s; caerens 656 660 
seit nc noni 4 du,cuiginioh akon ; aed : : 1, 038 914 
Seen... <3 a a De a nae a eo 4, 152 3, 929 
Merchandise imports from— aoe “" rae 
United States oe caieteca Sines —3, 046 — 2, 800 
United Kingdom.-_............-..-....-.. pu todas ert — 463 —391 
All other courttriess.cs.-<-:......2.,-..-. = . 5 eee —701 —725 
OD scl cede on. nie nie. apeethe 1+ sss erceeebaendaddl>cbweietetbeamentn —4, 210 —3, 916 
Trade balance. . eet Lk. bases ye gped di x ies2i. > Wsbb biesl ery, 48 
Services and donations ’ ae 5 aS , aa —385 —444 
Current balance. __--- eres ssl anak deecete caine ootiieededinsabaan ties 5 once eek —443 | —-431 
Direct investment in Canada ; hs. eed bee ey "a hey ry 2A 376 
New issues of Canadian securities (net of retirements).____.____- oe 189 124 
Other long-term capital___- tee 4 eh tide enshd vid. —94 —43 
Repayment of loans to Government of Canada___.__...-__...._..-.-__..___. 87 7 
Change in holdings abroad of Canadian dollars_. Bee ee idee et ee —18 22 
CRUE UNI ois 5-5 6} co te) eat wh ds 5k 5 Reece dy bhec-~b 5 Ao —185 4 
Baléncs ow capital accewes 21 5.. 6) e  eO . 405 555 
Change in official holdings of gold and foreign exch: ange (increase —)_....-... 38 —124 


1 Excluding military exports of goods and services provided under aid to NATO and corresponding 
grants. No sign indicates credit; minus sign indicates debit. 


Source: Dominion Bureau of Statistics, Quarterly Estimates of the Canadian Balance of Internationa] 
Payments (Ottawa). 


ee eee oe 








aicecrigsi mh tis 


ace iceite ee 


INTERNATIONAL BANK AND MONETARY FUND MEETING 71 
WESTERN EUROPE 


Internal economic conditions in Western Europe during 1954 were, 
in general, highly prosperous. Compared with 1953, manufacturing 
output rose by 12 percent or more in Austria and Western Germany, 
between 9 and 11 percent in the Netherlands, France, and Italy, and 
between 7 and 8 percent in the United Kingdom and Norway. The 
increases were largest in the chemical and engineering industries, and 
more modest in textiles, roughly in line with long-run developments 
since the war. 

This expansion of domestic activity was responsible for a Jags in 
European imports, especially from primary producing areas. In 
conjunction with increased trade liberalization within Kurope, it also 
gave rise to a remarkable expansion of intra-European trade, As a 
result of other factors discussed below, Western E urope’s trade bal- 
ance showed a further improvement in 1954 over 1953 vis-a-vis all 
principal areas other than North America. The overall external posi- 
tion as measured by the movement of gold and dollar reserves re- 
mained virtually unchanged. 

The expansion of imports was supported not only by the high level 
of final demand and the extension of import liberalization, but also by 
some restocking. Thus the increase in the volume of imports in 1954 
generally exceeded that of domestic production, especially during the 
second half of the year (table 7). The excess was larger in Germany 
and the Netherlands, where import liberalization and restocking were 
more pronounced; it was smaller in France, where better harvests 
made it possible to reduce food imports but imports of durable con- 
sumer goods increased in response to liberalization, and there was 
some restocking of industrial raw materials and semifinished prod- 
ucts. The United Kingdom was the only OEEC country whose im- 
ports increased proportionately less than domestic production. 
Stocks of staple foodstutfs, imports of which had been large in 1953, 
were reduced considerably; stocks of some imported raw materials 
appear to have fallen as well. 


TABLE T7—OEEC European countries, volume of production and trade 


1953 = 100 


1953 | 1954 


| Isthalf | 2dhalf | Isthalf | 2d half 

ill it Me ea eink ol dae a | lnaninlipichaeitpandansarty akin in 
Dinter sb  tiga asnnde edebeptinad i 99 | 101 | 107 | 110 
Voltime of total trade: 

ERPONMB Gc 9-- 6303-5 5}- 4- ¢ so 5-40 beech peed 98 | 102 | 109 | L14 

Bxporws.......,-. en is ian aa =f 95 | 105 | 107 | riz 
Volume of intra-OE EC trade 95 | 105 | 107 | 12% 
Unit values: 

Bennereies. 2262. 235 2h 220. Sods ct beet A282 S222 a 102 | 99 | 97 | 98 

PRON Chak nie cress tcqcqep paqrto sgp hd pueda oa $ac4 102 | 99 | 97 | 96 


Source: OEEC Statistical Bulletins, General Statistics (Paris). 


Exports of OEEC countries as a whole also increased sharply in 
1954 under the stimulus of an improvement in the potters posi- 
tion of European, and more especially of continental, exportable 
production and an increase in export financing made available by 
several countries. ‘The increase in volume was sharpest in Germany 
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(23 percent), France (22 percent), and the Netherlands (16 percent). 
On the other hand, the volume of United Kingdom exports increased 
by only 6 percent for the year as a whole; and in the fourth quarter, 
when trade was affected by the dock strike in October, it was actually 
less than in 1953. 

In Western Europe a slight deterioration of the terms of trade 
began early in 1954; it amounted to less than 1 percent when the 
2 full years are compared. Improved productivity and intensified 
competition in home and export markets, which may have reduced 
profit margins, together with the delayed effects of previously falling 
raw material prices, caused export unit values to decline throughout 
the year. Unit values for total imports, which, despite an increase in 
the prices of imported foodstuffs, had been declining through the 
summer of 1954 (together with export prices), started to rise in the 
autumn. 

OEEKC trade in 1954 was influenced by liberalization measures, 
both among the OEEC countries themselves and in other directions, 
notably the dollar area. The expansion of intra-OEEC trade was 
considerably greater than that of West European trade with the rest 
of the world (table 8). From the first quarter of 1953 to the last 
quarter of 1954, the volume of intra-OEEC trade grew by 38 percent, 
that of exports to other destinations by 29 percent, and that of imports 
from other sources by 15 percent. 


TarLE 8S—OEEC European countries, value of trade, selected areas 


{In billions of United States dollars] 


— a a ——— — ~ —-- oe 








Exports (f. 0. b.) Imports (ce. i. f.) 

1953 | 1954 1953 1954 
ees. 500 ee es ae a LLL i awd 27.5 29. 7 | 31.4 | 33.8 
ED ait ochns he iceeeeing Saetoderi > are zs 13.5 15.0 13.6 | 15.0 
NS 65 once cnn dieses . . 14.0 14.7 | 17.8 | 18.8 

Trade with— 

United States and Canada-.--.--..------------------ xF 2.4 | 4.2 | 44 
PEAROET DOCROWNS, 845 ein oe a - 400-2 x0ee soe begin nt 9.5 10. 4 | 11.9 | 12.4 





1 Overseas sterling area, Latin America, nonsterling countries of the Middle East, Far East, and Africa’ 


and continental dependencies. 
Source: OEEC Statistical Bulletins, Foreign Trade, Series I (Paris). 


Between January and December 1954, the percentage of intra- 
OEEC imports freed from quantitative restriction rose in France from 
18 percent to 65 percent, although this was accompanied by the imposi- 
tion of a compensatory tax on imports; in the United Kingdom the 
percentage rose from 75 percent to 83 percent. At the beginning of 
1955, the OEEC decided to raise the trade liberalization target, from 
75 percent to 90 percent; by April 1, 1955, the percentages for each of 
the 13 countries committed to the OEEC liberalization program had 
reached 75 percent, 6 of them being as high as 90 percent. In the 
expansion of intra-OEEC trade, however, the change in the composi- 
tion of internal demand and production in OEEC countries was more 
important; production of such products as chemicals, machinery, and 
durable consumer goods, which figure largely in intra-European trade, 
expanded much faster than that of textiles, which require a relatively 
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high proportion of materials of non-European origin. The greater 
competitiveness of European industry and incre: sed output in Euro- 
pean agriculture also help to account for the higher proportion of 
European imports drawn from E uropean sources. 

The trade balance of the OEEC European countries with the rest of 
the world deteriorated somewhat during the second half of 1954, as 
imports increased more rapidly than exports. For the year 1954 as a 
whole, the apparent trade deficit (i. e., imports, c. i. f., less exports, 
f. o. b.) was $300 million higher than in 1953. 

This deterioration is more than fully accounted for by the increase 
of approximately $450 million in the deficit with the United States and 
Canada. The North American recession depressed OQEEC exports, 
and the European boom, coupled with a significant relaxation of dollar 
import restrictions, increased OEEC imports. The magnitude of the 
effects of dollar import liberalization cannot, as yet, be exactly meas- 
ured. They were probably greatest in Western Germany and the 
Netherlands. In Germany, the value of total imports was 20 percent 
greater in 1954 than in 1953, and the value of imports from the United 
States rose by 35 percent. In the Netherlands, the value of imports 
from the United States rose by some 40 percent, while total imports 
increased by about 22 percent. Most of these increases appear to have 
occurred after liberalization measures had been taken by these two 
countries, 

The decline in Western Europe’s trade with North America in 1954 
was far more than offset by the expansion of its trade with the rest of 
the world. Excluding East-West trade, the volume of which is still 
small, and trade with Japan, which expanded in 1954 but is still com- 
paratively unimportant for Western Europe, the value of Western 
Europe’s imports from countries outside North America rose by over 
6 percent. But while continental Europe’s imports from primary 
producing countries increased by over 7 percent, the corresponding 
United Kingdom imports fell by 1 percent. The difference can be 
explained partly by the more rapid expansion of industrial production 
in continental Europe (10 percent) than in the United Kingdom (7 
percent), and partly by a substantial increase in continental imports of 
foodstuffs, which was not paralleled in the United Kingdom. The 
value of Western Europe’s exports to these primary producing areas 
increased by as much as 9 percent from 1953 to 1954. that of continental 
Europe by 12 percent, and of the United Kingdom by 5 percent. 

The balance of payments of the United Kingdom i is presented else- 
where in a summary of the balance of payments of the sterling area 
asa whole. That of continental Western Europe and dependencies is 
given in table 9. 
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TasL_e 9.—Estimated balance of payments of continental West European 
countries and dependencies with rest of world, 1953 and 1954 * 


{In millions of United States seen 




















1953 1954 
a 
ist half 2d half Isthalf | 2d half 
I. Payments balances: 
(a) United States: 2 | 
Private: 
Goods and services-...-..........-- —153 | —92 | —403 | — 458 
ene oc) 35 gos 3 cel oat —113 | —84 —35 -y 
Government: 
Goods and services_-_........- pStI. 453 553 565 | 610 
Ce eee ee —103 —16 | —120 | -1 
Government nonmilitary grant aid --_- 544 | 341 425 450 
7 Nee Tree TTT ae ee eee 
ES Schig necks eine dathasgudwenee 628 | 702 | 4232 592 
(b) Sterling area: 3 | 
Goods and services_____.__- 13a —249 | —137 —140 70 
RIE isc ag tuss cn deaddadscbipaieddes 14 | 112 —84 —45 
Sterling balances (increase —)_......_.- 48 ee lotta eon cue —50 
Ng —187 | —28 —224 —25 
(c) All other countries (trade balance only) +. 70 260 260 | 275 
(d) IBRD, net transactions 5.__..........--.2.- 30 | -1 22 —55 
(e) Transactions not included above (includ- | 
ing errors and omissions) ®.__.......-..-- —2 | 178 71 117 
(f) Total ((a) through (e))-..------.----- 513 | 1,111 | 561 904 
—_—— | 
Goods and services _ eaainting | 
government aid). eae 121 584 282 497 
Identified capital. _............... —124 | 8 —217 —160 
Unidentified transactions... .._.- —28 | 178 71 117 
U. 8S. Government nonmilitary 
greet G6: 5. dace dette nces 544 | 341 425 450 
II. Reserves: rods 
(a) Change in official gold and dollar holdings ’_! 475 | 1, 055 495 1, 095 
(6) Net position in EPU and IMF 8__________. 38 | 56 66 —191 
(c) asia Bic coc sindon caddis cocdoine te aNiaiataee 513 | 1,111 561 904 














1 Continental OEEC countries, Finland, Spain, : and Yugoslavia, and Rep hbidaiaiie unless PGthistwibe 
indicated. No sign indicates credit; minus sign indicates debit. 

2 Excludes military transfers and military grants throughout. Private balances cover goods and services, 
excluding government aid and military expenditures on imports, but including peivate donations, private 
United States capital, and long-term foreign capital other than transactions in U. S. Government securities. 

3 Data cover transactions with continental OE EC countries and dependencies only. 

4 Estimated trade balance of West European countries combined with areas other than the sterling area 
and the United States. 

5 Net movement of funds, i. e., subscriptions, loan disbursements, repayments, purchase of IBRD bonds, 
payments on purchases of borrowers’ obligations, and change in IBRD holdings of West European 
currencies. 

6 Residual; equals line II (c) less the sum of lines I (a) to I (d). 

7 Estimated changes in official gold and dollar holdings. Basic data from International Financial Statistics 
and Board of Governors of the Federal Reserve System. 

8 For EPU, change in balance of credit extended over credit received; for IMF, paid subscriptions less 
IMF holdings of member currencies. 


Sources: U. S. Department of Commerce, Balance of Payments of the United States, 1919-53 (W ashing- 
ton, 1954); The First Quarter Balance of Payments, S:rvey of Ci rrent Business (Washington), June 1955, 
pp. 5-14; United Kingdom Balonce of Payments, 1946 to 1954 (Cmd. 9291 and 9430); Direction of Inter- 
national Trade (New York); Federal Reserve Bulletin (W ashington); International Financial Statistics 
(Washington); and communication from the International Bank for Reconstruction and Development. 


The decline of some $600 million in continental Western Europe’s * 
balance on goods and services with the United States, which accom- 
panied the United States recession, was offset by an increase of some 
$170 million in United States Government expenditures on goods and 
services overseas, a decline of over $300 million in the goods and 


* The following discussion and the estimates in table 10 refer, with the exception of the 
data relating to transactions with the sterling area, to continental Western Europe and 
its dependencies as defined by the U. S. Department of Commerce, i. e., to continental 
OEEC countries plus Finland, Spain, and Yugoslavia. 
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services deficit with the sterling area, and a rise of over $200 million in 
the trade surplus with other parts of the world. Thus there was an 
apparent increase of some $60 million in the goods and services surplus 
with all areas. The amount of United States Government grants re- 
mained roughly unchanged. The deterioration in the goods and 
services account vis-a-vis the United States was especially large in 
countries which had suffered from a decline in United States demand 
for their exports (France, Belgium) as well as in countries where dol- 
lar import liberalization had important effects (Netherlands, Ger- 
many). France and Italy were the main beneficiaries of the increase in 
United States Government military expenditures. 

On identifiable capital account there appears to have been an in- 
crease, from $120 million in 1953 to $380 million in 1954, in the net 
outflow from continental Western Europe. The net outflow to the 
United States declined, but there was a swing of $350 million in 
capital movements, particularly on private account, vis-a-vis the 
United Kingdom (including the movement of sterling balances), a 
net inflow to continental Europe in 1953 being succeeded by a net 
outflow in 1954. 

The rate of reserve accumulation (excluding bilateral and sterling 
balances) in continental Europe appears to have declined slightly, 
from over $1,600 million in 1953 to over $1,450 million in 1954. The 
improvement was greatest in France. In Italy a decline in 1953 was 
followed by an increase in 1954. West German and Netherlands re- 
serves continued to rise in 1954 though at a slower rate. The reserves 
of Belgium and the Scandinavian countries declined. 

Reported official reserves in France increased by almost $500 million 
in 1954. The volume of exports rose by some 22 percent and their 
value by 14 percent, owing to an improvement in the supply of agricul- 
tural products and some improvement in the French competitive ex- 
port position. About two-thirds of French exports, however, were 
still subsidized in various forms. The value of imports was 5 percent 
larger than in 1953. With a reduction in the trade deficit, continued 
large receipts ($470 million) from foreign military expenditures in 
the franc area, and further improvement in the deficit on other invisi- 
bles, the frane area achieved a goods and services surplus of almost 
$100 million, compared with a deficit of almost $200 million in 1953. 
At the same time, substantial United States Government grants and 
loans (some $500 million) were received, largely in connection with 
war expenditures in Indochina. 

The reduction in the rate of reserve accumulation in Western Ger- 
many was due mainly to an increase, from about $50 million to about 
$315 million, in the net adverse balance in respect of capital transac- 
tions and interest payments (which include payments under the Lon- 
don debt agreement and payments out of liberalized capital account). 
Despite an increase of 25 percent in the volume of Western Germany’s 
imports, the export surplus rose from $614 million in 1953 to $662 
million in 1954. The improvement in the trade balance was concen- 
trated largely on EPU countries. There was a deterioration in the 
balance both with the United States—imports from which were swol- 
len by liberalization—and with bilateral agreement countries, where 
the position was influenced by the curtailment of bilateral credits. 
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European Payments Union 

The arrangements made in June 1954 at the time of the renewal of 
EPU for another year produced significant changes in the EPU posi- 
tions of several countries. At that time the debtor countries, with one 
exception, concluded bilateral arrangements with creditor countries, 
providing for the regular repayment or funding of a large part of 
their outstanding debts. The total repaid immediately by the debtors 
amounted to $224 million, an additional $634 million being left for 
settlement in monthly or quarterly installments. Creditors further 
received a total of $130 million from the union’s own convertible 
assets. These payments by the debtors and by the union restored a 
considerable part of the settlement facilities within the union. More- 
over, the creditor countries agreed to increase their lending obligations 
by the amounts agreed to be amortized bilaterally, and by the pay- 
ments received from the convertible assets of the union. 

The decision for the renewal of the EPU also provided for a modi- 
fication of the settlement rules according to which surpluses and defi- 
cits were to be settled, within the agreed settlement facilities, 50 percent 
in gold and 50 percent in credit. Previously, the average gold credit 
settlement ratio within the quotas had been 40: 60. 

The settlement facilities as restored by the arrangements associated 
with the renewal of the EPU proved adequate during the first 10 
months of the fiscal year 1954-55. Moreover, additional credit facili- 
ties were restored in January 1955, through a voluntary repayment of 
$80 million by France to the EPU, which in turn apportioned this 
amount among the creditor countries. Turkey remained a post-quota 
debtor, but by the end of April 1955 no other country had exceeded its 
upper credit limit, although Denmark, Italy, and Norway were fairly 
close to it. 

In June 1955, the OEEC Council of Ministers decided in principle 
to renew EPU for another year, subject to agreement on certain out- 
standing issues, and with the proviso that the gold credit ratio for 
settling monthly surpluses and deficits was to be increased as of August 
1, 1955, to 75 percent in gold and 25 percent in credit. 


JAPAN 


Under the influence of a policy of disinflation inaugurated late in 
1953, the increase in Japanese industrial production in 1954 (7 per- 
cent) was considerably smaller than the increase (22 percent) from 
1952 to 1953. As a result of the leveling off of the rate of expansion 
of industrial production and of the effects upon consumption of 
Japan’s contractive monetary policy, the value of imports, on a pay- 
ments basis, fell by some 7 percent. At the same time, the value of 
exports rose by almost one-third, and the Japanese trade deficit was 
cut by more than half, to $420 million. The balance of payments 
moved from an overall deficit of almost $200 million in 1953 to a 
surplus of $100 million in 1954, though there was also an increase in 
liabilities (“usance credits”), which was not much less than $100 
million. Receipts from Japan’s Government transactions, including 
expenditures by U. N. forces in Korea and by United States security 
forces in Japan, were less than in 1953 by more than $160 million. 
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Japanese exports to the sterling area, stimulated by the Anglo- 
Japanese agreement of January 1954 (which reduced quantitative re- 
strictions on Japanese exports to the United Kingdom and its colonies) 
and by lowered restrictions in independent overseas sterling area 
countries, increased by about 55 percent in 1954. Shipments to Latin 
America nearly doubled; those to the continental OEEC countries 
rose by about 12 percent; and those to the United States expanded by 
almost 22 percent, despite the United States recession. Exports to 
neighboring Far Eastern non-sterling countries increased in the first 
half of 1954, but fell in the second half as exports to Indonesia were 
reduced in order to check any further increase in “frozen credits.” 

Apart from the decline of domestic consumption and the fall in 
export prices, this remarkable increase in exports derived some of 
its impetus from an extension of the “link system” (the association of 
especially profitable imports with high-cost exports) and from other 
methods of providing finance on favorable conditions for exports. 
The link system has now been abolished, except for transactions 
directly related to physical production processes. 

The fall in total imports was largely the result of the restrictive 
monetary policy which was directed mainly to import financing and 
to a reduction of inventory accumulations which was associated with 
a temporary slackness in domestic output and a decline in domestic 
consumption. The sharp reduction in wool imports, resulting from 
a decline in domestic consumption, and the shift of cotton imports 
from sterling area sources to the United States, where prices had 
become lower and United States cotton enjoyed the support of export 
credits, were the factors mainly responsible for a decline of almost 30 
percent in imports from the sterling area. There was a rise in imports 
both from dollar sources and from Latin America, where they were 
supported by newly concluded trade agreements with Argentina and 
Brazil. 


PRIMARY PRODUCING COUNTRIES 


The export earnings of primary producing countries in 1954 were 
greater than in 1953 by some 2 to 3 percent (table 10). The most im- 
ortant factors affecting these earnings were the relatively low United 
tates demand for industrial raw materials, rising import demand in 
Western Europe, and sharp movements in the prices of coffee, tea, and 
cocoa. Other significant features included the steady increase in de- 
mand from all quarters for imports of crude oil, and the expansion in 
some countries of import-saving staple food production. 


“Slight discrepancies such as appear between the export earnings of primary producing 
areas, shown in table 11, and the imports from these areas by the major industrial 
countries, shown in table 12, are to be expected in view of (a) the inclusion in table 11 of 
the intratrade of primary producing countries, (b) the timelag between exports and 
imports, and (c) statistical inaccuracies. 
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TABLE 10. , imports, and trade balances of primary producing areas; 
1953 and 1954 
eeutst o. b., imports c. i. f.; in billions of United States dollars) 
i. TT} Tire tty oF Lae tl race t 'T TitleevoLpya pin 
1953 | 1954 1953 | 1954 
Latin America: Other: ! 
RUN So fa Sok bi LL 7.6 7.8 Meets, SL La GE PANS 
Eseports... -i ...- ues ae | 6.5 7.1 Imports ee merlin EE . 2 2.1 2® 
Balance __-___- ee teeta -!+1.1 +.7 | Balance feo Set Se ae —.4 
Overseas sterling area: } | Total: } 
i AN er i ter | 10.9} 11.0 STE cn on tasbt-e ans anacherntnges | 24.9] 25.5 
pees is tisilst lin es 110.6} 11.2 || Imports. __-- 6 J ddbLupesed | 25.1 | 26.4 
a i i eel |}+.3| —.2 I Ee —.2 -—.9 
Continent: ‘al ‘OEEC dependencies: 
Oe Oy oy dani ds et i hs 2.9) 3.1) 
—_ ipeapiphgtts negate, Ge cote 139] 41 
Penne. 36 di ds |—1.0 | —1.0 || 
| | | 








1 Mainly nessiditinn area countries in the Middle East, Far East, and Africa. 
Source: International Financial Statistics (Washington). 


The receipts of primary producing countries (excluding Canada) 
from their exports to the major industrial countries changed very 
little between 1953 and 1954, the expansion in purchases by OEEC 
European countries being slightly greater than the decline in pur- 
chases by the United States and Japan (table 11). 


TABLE 11.—Changes between 19538 and 1954 in expenditures of major industrial 
areas on imports f. 0. b. from primary producers 


[Value figures in millions of United States dollars} 

















Importing area Total 
; a er ne change as 
Exporting area | OFEC | J change Percent of 
| European = | Japan unpane 
countries 7 
oo oe a — | 
DN AiR icon inenrrtiangsnye; +215 | —155 | +40 | +100 2 
Overseas sterling area.........------------- +135 —135 —140 | —140 2 
Continental OEEC dependencies-_-_------- | +145 +60 | —10 +195 8.8 
CAA 8 FS nS oyngeab etnies <enenweess | +00 | —110 | +25 +5 2 
Total change...........-...-.-.----- +585 | —340 | —85 a0 | suci: . 
Total change as percent of 1953 | 
CRNGEUE 05 te dic 5 hked. Lick 5.7 | 5.9 | Did ce ecien 1.0 
| 


1 Mainly aimee area countries in the M iddle East, Far East, and Africa. 
Sources: Direction of International Trade (New York); OEEC Statistical Bulletins, Foreign Trade, 


series I and II (Paris); Economie Commission for Europe, Economic Survey of Europe in 1954 (Geneva, 
1955). 


The increase in European expenditures on imports from the primary 
producing areas did not compensate exactly in each area for declines 
in United States expenditures. The value of the imports of the major 
industrial areas from the overseas sterling area declined in part be- 
cause of a diversion of Japanese imports from sterling area to other 
sources of supply, but more because of special factors affecting specific 
export products; there was, however, a substantial increase in the 
value of imports from the continental European dependencies and a 
moderate increase in imports from Latin America. Much of the ad- 
ditional European import expenditures was for similar reasons di- 
rected toward countries whose sales to the United States declined 
little, if at all; other primary producers suffered losses in all markets. 
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Both the earnings of primary producers as a group and of particu- 
lar regions and countries were determined largely by the way in which 
the prices of primary products responded to the influences mentioned 
above. Price developments were, on the whole, favorable for primary 
producers. Industrial raw material prices, on the average, remained 
virtually the same as in 1953, the weakening of prices for textile raw 
materials (which was most pronounced for wool toward the end of the 
year) being offset by firmer prices for metals and rubber. ‘Through- 
out the year, prices of staple foodstuffs, notably rice and wheat, were 
lower than in 1953, while sugar prices recovered slightly in the last 
quarter. The most pronounced price movements—sharp rise and sub- 
sequent decline—were those for coffee, cocoa, and tea. Coffee prices 
reached their peak in the second quarter and continued to decline 
thereafter ; the break in cocoa prices came in the late summer ; while tea 
prices continued to rise through the end of the year and then turned 
sharply downward early in 1955. At the same time there was a slight 
weakening of the prices of manufactured goods. While market prices 
do not reflect precisely movements in the export and import unit values 
of primary producing countries, the general price trend suggests that 
the terms of trade of these countries have probably improved some- 
what. 

The total import expenditures of primary producing areas rose be- 
tween the 2 years of $1.3 billion, or twice the increase in their export 
earnings. Since import prices probably declined slightly (about 1 
percent), the volume of imports probably expanded by about 6 per- 
cent. Imports increased for all areas generally, except the Far East- 
ern, Middle Eastern, and African countries included under “Others” 
in table 11. This group includes Indonesia, whose imports were cut 
sharply in 1954. The value of the imports of the continental OKEEC 
dependencies rose by the same substantial amount as the value of their 
exports. Nearly one-third of their additional exports were directed 
to the United States, but most of their additional imports came from 
the metropolitan areas, and their imports from the United States were 
unchanged. The imports of Latin America and of the overseas ster- 
ling area in general; on the other hand, rose considerably more than 
their exports; for the overseas sterling area a small trade surplus in 
1953 was transformed into a deficit in 1954. In each region the in- 
crease in imports was concentrated in a small number of countries, 
where the continued rise was in part at least a delayed reaction to an 
earlier increase in export earnings. 

Several factors made it possible for primary producers to finance 
an expansion of some 5 percent in their total import expenditures, and 
of 9 percent in their expenditures on imports from industrial coun- 
tries. First was the sustaining effect of the expansion of European 
demand for primary products; also additional capital imports were 
obtained, mainly through an increased outflow from the United King- 
dom to the rest of the sterling area, and from the United States to 
Latin America. The accumulation of reserves which had gone on in 
1953 also ceased and, particularly in Latin America, Australia, and 
New Zealand, previous accumulations were drawn on to a considerable 
extent. 
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LATIN AMERICA 


The export earnings of Latin American countries whose main ex- 
ports are cocoa, coffee, or petroleum were larger in 1954 than in 1953. 
The earnings of countries that export mainly cotton or nonferrous 
metals were, in most cases, much the same as in 1953, while the export 
receipts of Argentina, Cuba, and Uruguay, which export meat, sugar, 
wheat, or wool, declined (see table 12). For Latin America as a 
whole, export earnings increased by some 3 percent. 


TABLE 12.—Value of exports of major Latin-American countries, 1953 and 1954 


[In millions of United States dollars] 





1953 





Exporters of cocoa, coffee, and petroleum: 
Brazil 1, 539 
| 596 


Exporters of cotton and nonferrous metals: 
Bolivia. 





Exporters of meat, sugar, wheat, and wool: 
Argentina 

Cuba ‘ 5 539 

249 


1, 873 
120 





Total Latin America 7, 850 | 





1 Costa Rica, Dominican Republic, Ecuador, E] Salvador, Guatemala, Haiti, and Nicaragua. 
2 Honduras, Panama, and Paraguay. 


Source: International Financial Statistics (Washington). 


The increase in receipts from cocoa, coffee, and petroleum accrued 
mainly in the first half of the year. Developments in the second half 
of 1954 were affected by the sharp cut in coffee exports. 

The effects of the weakening of United States import demand were 
felt particularly by countries exporting mainly nonferrous metals and 
cotton, and especially in the first half of 1954. These effects were 
mitigated but not fully offset by higher demand in Europe. Increased 
United States stockpiling demand and the revival of United States 
industrial activity were largely responsible for the improvement in 
the position of metal and cotton suppliers in the second half of the 
year. 

The export earnings of Argentina, Cuba, and Uruguay were af- 
fected by weaker demand and lower prices for their products. The 
sharp decline in the exports of Argentina and Uruguay to the United 
States, however, was due mainly to the fact that United States pur- 
chases in 1953 of large wool stocks accumulated in the two countries 
were followed by only moderate buying in 1954. Similarly, Cuban 
exports in 1953 had included large shipments of sugar to the United 
Kingdom sold under a special agreement from surplus stocks; as a 
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result, the 1954 import requirements of the United Kingdom were 
reduced. 

The value of Latin American imports in 1954 is estimated to have 
been greater than in 1953 by more than 10 percent. This, in con- 
junction with the increase of 3 percent in export earnings, resulted 
in a deterioration of about $435 million in the Latin American trade 
balance. The decline in Latin American exports to the United States 
and the increase in Latin American imports from the United States 
were together almost sufficient to account for this deterioration (see 
table 13). Both exports to and imports from countries other than 
the United States rose, and the balance with these countries showed 
very little change. 


TABLE 13.—Summary of Latin-American ezternal transactions, 19538 and 1954’ 


{In millions of United States dollars) 


1953 


| United United 
States 2 Total | States * 


Total Other 3 


} 

| | = —E — 
NINE Ri or a ane | 7, 600 | 3,570 | 4, 7,850 | 3,430 | 
Imports ¢. 1. f.4.........-....----.---------| 6,540] 3,210 . 32 —7,230 | —3, 470 





Trade balance 1. 060 | 360 620 —40 
Services and capital (net) 5 —695 | —255 | —770 —55 
Change in official gold and foreign ex- | | 

change holdings (increase —) ® | —210 } —30 
Multilateral settlements : ‘ 108 125 





1 No sign indicates credit; minus sign indicates debit. 

2 Data on trade and multilateral settlements based on United States balance ef payments with imports 
(United States exports) adjusted to include freight. 

3 Residuals of 2 preceding columns. 

‘ Includes intra-Latin American trade, estimated at 600 to 700 million dollers in each year, 

5 Each figure is a residual of other figures in the column. 

6 Data on total changes based on IFS figures, adjusted to include net IMF position. Data in United 
ae columns: acquisition of gold from United States plus IFS estimate of increase in official dollar 

oldings. 


Sources: International Financial Statistics (Washington); “The United States Balance of Payments in 
1954,’’ Survey of Current Business (Washington), March 1955, pp. 9-13. 


Latin America’s balance of payments vis-a-vis the United States 
did not deteriorate until the latter part of 1954 when exports were 
affected by both the comparatively low demand for raw materials and 
the sharp cut in United States coffee purchases, while imports from 
the United States continued their steady upward movement. The 
Latin American deficit on goods and services with the United States, 
which had amounted to some $350 million in 1953, and practically dis- 
appeared with the coffee boom in the first half of 1954, increased again 
in the second half of 1954 to an annual rate of $1 billion. At the same 
time, however, there was an inflow of capital, mainly short-term funds, 
which exceeded the inflow in 1953 by some $300 million. In 1953 the 
liquidation of short-term private indebtedness to the United States, 
particularly by Brazil, had been made possible by an extension of 
Export-Import Bank loans, but in the second half of 1954 there was a 
renewed accumulation of short-term indebtedness. 

The deterioration in Latin America’s trade and payments position 
was concentrated on a few of the larger countries (see table 14). 
There was a marked worsening in both the trade balances and the 
reserve positions of Argentina, Cuba, and Uruguay, whose export 
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earnings declined throughout 1954. The decline in the Cuban trade 
surplus resulted entirely from lower export earnings. In Argentina 
and Uruguay, however, imports continued to increase, following after 
an interval the sharp rise in export earnings and reserves in 1953; in 
neither country was the deterioration sufficient to lead to payments 
difficulties. Argentina actually added a little to reserves in 1954, 


Taste 14.—Trade balance and reserve movement of selected Latin American 
countries, 1953 and 1954 


{In millions of United States seenmnanel 


| 1953 | 1954 

















Country 

Trade | Reserve ie Trade Reserve 
balance | movement balance | movement 
ie sea a | eS a 
Bin en germennickenmnsemnnninmiaaen neal 286 | 248 —3 23 
Brazil__- saa inant tcl in Seaside 220 | 73 | —72 —121 
ND Pca nwinnnan ccnnn cee anti damnna! 49 | 35 | 6 43 
a atiaets ta naeeah atte iarerdatatitins eepepetlatinnindneds et eae 140 | 33 24 —27 
Mexico__..-.....-- i 275 | 32 | —161 | —17 
POUR Bsiincndeepsen “76 | —5 7 
Uruguay !_.._.---- piasekeondathertied ad t Lwel 77 | 18 | —B —56 
Venezuela___-......-- peeetedauaneben alata Ais seniemnticcenithes | 549 43 | 769 —2 





1 Reserve iekeeed refer to gold and net  eictlidia exchange. 
Source: International Financial Statistics (Washington). 


The situations in Brazil and Colombia, whose problems were asso- 
ciated largely with fluctuations in earnings from coffee exports, and 
in Chile and Peru are examined elsewhere in this report. Exporters 
of coffee and cocoa, other than Brazil and Colombia, maintained or 
improved their trade and payments positions in 1954. Payments 
developments in Bolivia were affected by reduced tin exports and con- 
tinued inflationary pressures. Reserves were halved in the course 
of 1954, and at the end of the year were equal to only some 10 percent 
of normal imports. The decline continued in the early part of 1955. 
The Mexican reserve position, which was under severe strain in the 

first half of 1954, aggravated by capital outflows, improved later in 
the year. The devaluation in April 1954 and, perhaps more important, 
favorable crops which increased exportable surpluses of cotton and 
reduced the need for food imports resulted in a considerable improve- 
ment in the trade balance, a reflux of funds, and a recovery of reserves. 


Overseas sterling area 

The total export earnings of the overseas sterling area in 1954 were 
about $150-$200 million, or roughly 114 percent, greater than in 1953 
(table 15). Earnings from exports of petroleum, coffee, cocoa, and 
tea increased substantially, and proceeds from nonferrous metal and 
rubber exports also rose. Exports of countries exporting mainly tex- 
tile fibers, wheat, and meat declined throughout the year. The im- 
pact of the decline in demand and in prices for wool was felt most 
severely by Australia, and was further aggravated by reduced demand 
and prices for wheat. The decline in South African earnings from 
wool exports was more than offset by increased sales of uranium and 
of some foodstuffs. New Zealand, whose wool clip consists prepon- 
derantly of the coarser grades, which were much less affected by the 
weakening of demand, maintained the volume and value of wool ex- 
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ports that had been realized in 1953. Burma’s export receipts were 
maintained, as the effects of a sharp reduction in prices of rice exports 
were offset by a greatly increased volume. 


TABLE 15.—E zports of overseas sterling area countries, 1953 and 1954 


{In millions of United States dollars] 








1953 1954 Change 
Exporters of cocoa, coffee, petroleum, and tea: 
SENN US, Seika on nore buat otUakehens cadet ; 407 436 +29 
a See A as aoa stb 650 720 +70 
Other exporters of petroleum !__________-- ; 454 502 +48 
British East and West Africa ?............---- - os 75 1, 040 +165 
CN fet cans ake danachonnbon saae 329 381 +52 
GUE Soho op cbse codsncwnngcccoheabocosusesa : : 1, 116 1, 182 +66 
i ceennudutiakteneotanhssvesh cue tadeupebesseiatin 3, 831 4, 261 +430 
Exporters of nonferrous metals and rubber: | ise | 
Malaya and Singapore... --_- nbdedeonuuegoe 7 1, 016 +20 
Federation of Rhodesia and Nyasaland --------- sith 400 411 +11 
DO is «cs i ehassecnteciecdadah Me Adcbu tbs potest 1, 387 1, 427 +40 
Exporters of grain, livestock products, and textile fibers: i.e or 
ET ae ee iain tiiieiaiiaale catinadiiiilsiinee 1, 976 | 1, 662 —314 
STD dint. aheslatincnEbiip apne ameunait~-<bdiaane anol 238 | 240 +2 
BG kt, Rie biethad catelt thei terrae oliek diab taketh heater 319 | 322 +3 
eprint hg mcrae pe 659 | 683 +24 
PIU. «5 i dds 4 5 nines siete Spegyp sie dh~anpneny 439 | 359 | —80 
So ne TEE PIII. « 5: dn cae ntvenndetninemanena ee ee 825 | 922 +97 
I i aa Ra Nl lie i cE ii 4, 456 | 4, 188 — 268 
SAY ORR ETE ee inh EA Gb bak be cb eh mite J 1, 201 | 1,179 —22 
hte be, mens Seed POEM) |  10,875| 11,08 | +180 


1 Bahrein, Brunei, Qatar, Sarawak, Trinidad and Tobago, and Trucial Oman. 
2 Gambia, Gold Coast, Kenya, Nigeria, Sierra Leone, Tanganyika, and Uganda. 
8 Including British West Indies (except Trinidad and Tobago), Hong Kong, and Southwest Africa. 


Source: Internationai Financial Statistics (Washington). The IFS figures for the Federation of Rhodesia 
and Nyasaland and those on total trade for 1953 have been corrected to exclude the intratrade of the 3 fed- 
erated countries. 


The imports of the overseas sterling area were greater than in 1953 
by about $550 millon, or well over 5 percent. Since export receipts 
rose by only $150-$200 million, there was a deterioration of nearly 
$400 million in the area’s trade balance. This deterioration was con- 
centrated in a few of the independent sterling-area countries; the 
trade balance of the dependeyt territories showed a marked improve- 
ment, mainly because of an increase of exports. 

The deterioration in the overseas sterling area’s trade balance was 
more pronounced in trade with nonsterling countries, particularly 
Japan and Indonesia, than in trade with the United Kingdom. Earn- 
ings from exports to North America declined (table 16) as a result 
of the recession in the United States; increased import restrictions 
imposed by Indonesia and the cessation of inventory accumulation in 
Japan reduced exports to these two countries. Furthermore, there 
was a withdrawal in Japan of special sterling import financing facili- 
ties, which had been extended in an earlier period when Japan had 
considered its sterling balances too high. Except for Repeats most 
sterling-area countries increased their earnings in the United King- 
dom and continental OEEC countries. 
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TABLE 16—Changes from 1958 to 1954 in exports and imports of selected overseas 
sterling area countries, by main regions 


{In millions of United States dollars] 





| 
| } | Malaya | Gold 
and Coast 
Singa- and 
pore Nigeria 


| Australia| auies | India | Ceylon Pakistan | 


Exports to— 
Sterling area 
United States and Canada 
Continental OEEC ! 
Japan 
Rest of world 


Es Addl dasveninwsh a 





Imports from— 
Sterling area +208 
United States and Canada +31 
Continental OEEC ! +74 | 
Japan_- : +18 | | | 
Rest of world +62 | ; : | +15 








ON nic lbw deadsecncdatitascc +393 | +139 | 
| 


—32| +16 


1 Including dependent overseas territories. 


Source: Direction of International Trade (New York). Figures may differ slightly from those in other 
tables because of slight discrepancies in coverage of data for which geographical distribution is available. 


Overseas sterling area imports from continental OEEC countries 
and Japan generally increased, reflecting the rising competitive power 
of these countries and, for Japan, the relaxation of import restrictions 
in the overseas sterling area which followed the Anglo-Japanese agree- 
ment of January 1954. Imports from the dollar area anal little 
save for the virtual disappearance of abnormal food imports by India 
and Pakistan. Imports from the United Kingdom were well main- 
tained in Australia and New Zealand, but in the dependent areas they 
were affected by the diminution of the discrimination previously 
applied against imports from Japan and the dollar area. 

There was an all-round deterioration in Australia’s balance of trade 
in 1954, resulting from a combination of reduced export prices, high 
pressure of internal demand, and the delayed effects of import liberali- 
zation. While export earnings from butter and meat were well main- 
tained, there were serious declines in wool, grains, and metals, and 
total exports yielded 15 percent less tkan in 1953. As a result of 
progressive relaxation of import restrictions, together with a strong 
pressure of internal demand, imports increased throughout 1953-54, 
import expenditures in 1954 being some 20 percent greater than in 
1953. The trade balance, which had shown a substantial surplus in 
1953, was in deficit in 1954, part being financed by $53 million from 
IBRD loans and the remainder, $230 million, by drawing on reserves. 
There was some tightening of import restrictions in October 1954 and 
more severe measures were imposed 5 months later. 

In New Zealand export receipts increased but expenditures on im- 
ports, mainly from the United Kingdom, rose proportionately more, 
by 28 percent, and for much the same reasons as in Australia. There 
was a considerable drain on reserves in the seasonally adverse second 
half of the year. 

Export proceeds in the Union of South Africa continued to expand 
in 1954, mainly on account of expanded sales of uranium, maize, and 
sugar. Gold production and gold sales also increased and, despite 
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a modest rise in imports, the external deficit on current account, which 
has been usual in South Africa, declined. Private capital inflows, 
both recorded and unrecorded, appear to have been considerably 
higher than in 1953, and may have amounted to $150 million. The 
recovery in South Africa’s reserves, which had begun after mid-1953, 
continued throughout 1954. 

For India, also, 1954 was a fairly favorable year, both internally 
and externally. Exports to the United States and Japan declined, 
but the effects of this decline were more than offset, especially toward 
the end of the year, by increased sales of tea at favorable prices to the 
sterling area and to Western Europe. Exports of textile manufac- 
tures, notably to the United Kingdom, were considerably greater than 
in 1953. There was a substantial improvement in domestic food 
production and the decline in food imports permitted a substantial 
increase in purchases of raw materials and capital goods. 

The decline of almost 20 percent in Pakistan’s export earnings in 
1954 was due mainly to reduced sales of cotton to Japan and other 
countries. Some liquidation of stocks in 1953 and increased consump- 
tion by the rapidly expanding domestic industry led to a decline in 
exportable supplies in 1954 and prices were kept artificially high. 
Total export earnings recovered in the last quarter of 1954, mainly 
on account of larger exports of jute. The conclusion of a trade agree- 
ment with Japan late in 1954 and the gradual lowering of export 
prices made for some recovery of cotton shipments early in 1955. The 
slight reduction in the value of imports in 1954 was due entirely to 
improved domestic food production after 2 years of severe crop fail- 
ures. The emergency food imports in 1953 had, however, largely 
been financed from United States aid. E xcluding Government im- 
ports, consisting chiefly of foodstuffs received under aid, the value of 
imports was 40 per cent greater in 1954 than in 1953, largely because 
of a considerable increase in imports of capital goods. 


Other primary producing countries 

Trade movements in several other primary producing countries are 
shown in table 17. (The changes in official reserves recorded in the 
same table were also affected in each case by movements in other items 
of the balance of payments.) The trade and payments position of 
Indonesia improved considerably in 1954. Throughout 1953 and dur- 
ing the first part of 1954 Indonesian reserves had declined sharply. 
Falling demand and low prices for rubber adversely affected export 
earnings while imports remained relatively high. As a result of 
drastic measures taken in May 1954, however, imports of nonessential 
consumer goods were reduced sharply in the second half of the year. 
This cut in imports and some increase in export earnings, as demand 
for rubber recovered, caused an improvement in the trade balance. 
Reserves, which had declined to a critically low point, rose steadily 
throughout the second half of the year. For 1954 as a whole, official 
holdings showed an increase, but there was some worsening of the net 
reserve position. In the early months of 1955 there was some further 
recovery of reserves. 
















Country 


[In millions of United States dollars] 
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| Exports 
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TasLe 17—Trade balance and change in official reserves of selected primary 
producing countries, 1953-54 


Imports 
(o. i. f.) 


503 

459 | 
783 | 
629 


501 
541 


336 





313 





Source: International Financial Statistics (Washington). 


chapter VIII. 


Disposal of agricultural surpluses 


to dispose of these surpluses. 


While the trade of the Philippines with the United States declined 
in 1954, the effects of this reduction were more than offset by an 
increased volume of exports, particularly of coconut products, to other 
markets, mainly continental Western Europe and j 
however, rose more than exports and, as the trade balance worsened, 
reserves also declined. Developments in Thailand are described in 


The export earnings of Egypt in 1954 were much the same as in 
1953. Higher prices for all types of Egyptian cotton compensated for 
a reduction in volume. The decline in imports was due to increased 
domestic production of wheat and sugar. 


The governments of several primary producing countries have ex- 
pressed concern during the last year lest the United States program 
for the disposal abroad of agricultural surpluses might disrupt the 
pattern of their agricultural trade. In connection with-the legislation 
described below, the President of the United States has stated that 
United States farm products will be offered at competitive prices, but 
that the United States will not use these surpluses to impair the tra- 
ditional competitive position of friendly countries by disrupting world 
prices of agricultural commodities. He added that emph 
be placed on the utilization of agricultural surpluses to increase con- 
sumption in those areas where there is demonstrable underconsump- 
tion and where practical opportunities for increased consumption can 
be developed in a manner designed to stimulate economic development. 

In part because of the reduced dependence of other countries upon 
North American food supplies, there has been a large increase during 
the past 2 years in United States Government-held stocks of farm 
commodities under the Government’s price program. The value of 
these stocks, which amounted to $2.6 billion at the end of 1953, had 
risen by more than 60 percent, to $4.2 billion, by the end of 1954. It 
has since declined only slightly, and intensified efforts have been made 


In the summer of 1954, two congressional acts were passed with 
the purpose of disposing of part of these surplus stocks abroad. The 
Agricultural Trade Development and Assistance Act provided for 
the sale over a 3-year period of $700 million worth of surpluses for 


Change 
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foreign currencies. The act also authorized gifts of surpluses to the 
extent of $300 million for famine relief abroad. In addition, the 
Mutual Security Act of 1954 provided for the sale of a minimum of 
$350 million worth of surpluses. The total available under these acts 
for financing surplus disposal was therefore at least $1,350,000,000. 

At the end of April 1955, agreements had been concluded for the 
disposal of about $525 million worth of commodities, mostly cotton 
and wheat. Agreements for disposal under the Mutual Security Act 
have exceeded the minimum provided in that acti; at the end of April, 
however, less than saiaeonitha of the financing authorized under the 
Agricultural Trade Development and Assistance Act had been utilized. 
The restrictions imposed upon disposals under the act probably have 
limited the operation of the program to some extent. 


STERLING AREA 


The outstanding feature in the development of the sterling area 
balance of payments from 1953 to 1954 was the deterioration, con- 
centrated in the second half of 1954, in the current account balances 
with nonsterling countries of both the United Kingdom and the over- 
seas countries of the area. This was apparently offset to some extent 
by a considerable increase in net capital inflow, especially to the United 
Kingdom (see table 18), much of which is, however, unidentified. 


TABLE 18.—Summary of sterling area balance of payments with nonsterling 
countries, 1953 and 1954 


[In millions of pounds sterling] 


| 1953 ! 1954 ! Change 

Current account ; i RoSer aa ie | 288 —35 —323 
United Kingdom iT jhe aon ds hy pee ey ape 44 —109 | —153 
Overseas sterling area ? a Secericadieaiene 244 74 | 170 
Investment account CS AAS ‘ aT Gita 12 189 +177 
United Kingdom. -.-_--_- i i ead —55 116 +171 
Overseas sterling area 3 67 73 +t 

Cc hange in sterling liabilities (other than to IMF)... 17 | 85 +68 
Financing accounts - -- | —317 — 239 +78 
Change in United Kingdom nondollar and EPU position 9 —81 — 90 
Change in net IMF position 4 —(i —65 —§ 
Change in gold and dollar reserves-__-- — 266 —93 +173 
United Kingdom. _._.._..--- erlaees ge scl | —240 —87 +153 
Overseas sterling area °......................... ae —26 —6 +20 


1 No sign indicates credit; minus sign indicates debit. 

2 Estimated as the difference between interarea transfers with overseas sterling area (Cmd. 9430), plus 
change in overseas sterling area official gold and dollar holdings (IFS), plus change in net IMF position of 
overseas sterling area (IFS), and net capital movements to overseas sterling area from United States and 
IBRD, as described in footnote 3. 

3 Sum of net capital (private and government) movement to overseas sterling area from United States 
(United States balance of payments data) and net movement to overseas sterling area from IBRD (i. e., net 
amounts of subscriptions to IBRD, IBRD loan disbursements, repayments to IBRD) 

4 United Kingdom: —£56 million (1953) and —£40 million (1954), from Cmd. 9430. Overseas sterling 
area: —£4 million (1953) and —£25 million (1954), from IFS. 

5 From reserve statistics published in IFS. 


Sources: United Kingdom Balance of Payments, 1946-54, No. 2 (Cmd. 9430); International Financial 
Statistics (Washington); Survey of Current Business (W ashington), March 1955, pp. 9-13; and communica- 
tion from International Bank for Reconstruction and Development. 


Reference is made in other parts of this report to the more general 
aspects of the trade both of the United Kingdom and of the overseas 
sterling area. The value of exports from “the U nited Kingdom to 
nonsterling countries was much the same in 1954 as in 1953, while 
exports from the overseas sterling area declined slightly; exports 
from the sterling area as a whole to nonsterling destinations fell 
by about £45 million. On the other hand, United Kingdom imports 
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from nonsterling sources were greater than in 1953 by some 7.5 per- 
cent, and, partly because of a substantial reduction of quantitative 
restrictions, the overseas sterling area also increased its nonsterling 
imports, especially those from continental Europe and Japan. For 
the sterling area as a whole, imports from nonsterling countries 
increased by some £130 million. There was thus a deterioration of 
some £175 million ($490 million) in the trade balance of the area. 

There was also some decline in 1954 in sterling area net receipts 
from transactions on account of invisibles, while defense aid, at 
£50 million, was about one-half of what it had been in the previous 
year. Asa result, the current account balance with nonsterling coun- 
tries changed from a surplus of £290 million in 1953 to a deficit 
of £35 million in 1954. Practically all of the deterioration of about 
£325 million ($910 million) was concentrated in the second half of 
the year, when the current balance was less favorable than in the 
second half of 1953 by almost £270 million. 

This weakening of the sterling area current account was not fully 
reflected in reserves (including the net position vis-a-vis the EPU and 
the fund) which, over the year as a whole, continued to rise though 
at a slower rate than in 1953. This was largely due to an increase in 
the net inflow on investment account from nonsterling countries 
into the United Kingdom, together with some increase in sterling 
liabilites. Not all of this net capital inflow can be clearly identified. 
There were, however, considerable official repayments of debt by 
continental countries, especially the Netherlands, which on total 
were almost as large as the United Kingdom repayments of official 
debts to Canada and the United States. There was also, especially 
in the last quarter of the year, an inflow of short-term capital from 
the United States and Canada. 

Part of the increased inflow of capital into the United Kingdom 
in 1954 took the form of an increased rate of accumulation of sterling 
balances by nonsterling countries. This increase was particularly 
marked in nonsterling countries in the Far East and the Middle 
Kast, whose overall balance of payments improved markedly in 1954. 
The sterling holdings of nondallar Latin American ‘countries 
declined. 

The weakness in the balance of payments of the sterling area in 
1954 did not become evident until the second half of the year, when 
there was a more than seasonal deterioration in the current account 
balance both of the United Kingdom and of the overseas sterling 
area with the nonsterling world. This deterioration was attributable 
to an increase in imports toward the end of the year. Nonsterling 
countries accumulated sterling balances during that period, and there 
was an increased inflow of capital in other forms to the United 
Kingdom. However, the reserves of the area as a whole (including 
the net IMF and EPU positions), which had increased by £228 
million ($638 million) in the first half of the year, rose by only £10 
million ($28 million) in the second half. 

Concurrently with the decrease in the payments surplus of the 
sterling area in the second half of 1954, the dollar exchange rate for 
transferable sterling in foreign free markets fell from the high level 
which had prevailed in the spring of the year. There were several 
reasons for this decline. These included increased facilities for sell- 
ing transferable sterling in free markets, which resulted from the 
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extension of automatic transferability in March 1954; the cessation of 
anticipations of early convertibility which had been prevalent in the 
first half of the year; and the increased supply of transferable sterling 
becoming available in certain parts of the world. The increased dis- 
count on transferable sterling (a decline shared by other EPU cur- 
rencies) provided a stimulus in the last months of 1954 and the 
opening months of 1955 to commodity switch operations such as 
involved losses of dollar export earnings for the sterling area. 

Partly as a result of these developments, countermeasures were 

taken by the United Kingdom authorities in January and February 
1955. There were two successive increases in the bank rate, and 
other measures were also taken to curtail installment credit. In the 
first 8 months of 1955, United Kingdom reserves of gold and dollars 
fell by $95 million, to $2 667 million. Partly in response to seasonal 
influences, there was a rise in April of $19 million. 

While for the sterling area as a whole the current account balance 
deteriorated in 1954, there was an improvement—limited, however, to 
the first half of the year—in the current account balance of the United 
Kingdom with the overseas sterling area. This improvement resulted 
largely from an increase in overseas sterling area imports from the 
United Kingdom, roughly proportionate to that in imports from other 
areas 

The deterioration in the current account balance of the overseas 
sterling area with the United Kingdom, together with the even greater 
deterioration in its overall balance with the nonsterling area, was 
made possible in part by a large increase in capital imports from the 
United Kingdom.’ This, however, was not sufficient to prevent a de- 
cline in the rate of increase of sterling holdings, from £253 million 
in 1953 to £115 million in 1954. At the end of 1954 total holdings 
amounted to £3,049 million. The decline was concentrated in the 
independent sterling area countries; colonial holdings, which were 
influenced by increases in such exports as coffee, cocoa, and oil, rose 
much more in 1954 than in 1953. 


VI. InrernNAL MonetvTARY AND FiscAL DEVELOPMENTS 


Despite widespread apprehension at the beginning of the year about 
the possible extent of repercussions of recession in ‘the United States, 
production and employment in nearly all countries outside the U nited 
States and Canada continued to rise throughout 1954, which was one 
of the most satisfactory postwar years. Not only retail prices, but 
even wholesale prices and primary product prices in general, remained 
remarkably te Only in some of the ieee ‘dev eloped countries was 
there any significant degree of monetary and price instability, stem- 
ming from continued difficulty in limiting development to available 
resources. 

Monetary policies in ear ly 1954 had shown a fairly consistent pat- 
tern of easier credit. Long-term interest rates were falling in almost 
every developed country influenced by the diminution of inflationar y 
pressures and the fear of a general decline in activity, as well as by the 
improving reserve position of most of the nondollar world. By the 


een’ errors and omissions; these increased from £145 million in 1953 to £268 
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beginning of 1955, however, this consistent pattern was no longer 
maintained. Interest rates were rising in many developed countries 
as governments attempted to moderate new expansionary pressures, 
which in some countries had already led to balance of payments difli- 
culties. In some other developed countries, sustained favorable 
conditions permitted the continuation of measures easing credit. In 
the underdeveloped countries, the problem of financing development 
remained paramount throughout and there was little overall change 
in policy. 

The trend noted in recent years toward a more extensive use of 
central bank action continued in 1954 and 1955. For the first time 
in several years, changes were made in the discount rate in Norway, 
Sweden, and New Zealand. Accompanying this trend to stronger 
action by central banks was a continued growth in many countries in 
general confidence in the currency. This manifested itself in a marked 
increase in the ratio of time and savings deposits to the money supply. 
In the 1940’s and early 1950’s, widespread expectations of price in- 
creases had fostered a tendency in many countries to reduce to a 
minimum savings held in banks and other savings institutions. This 
trend was reversed in 1954, and intermediary financial institutions 
are regaining their former place in the investment of savings. The 
increase in the ratio of time and savings deposits to money supply 
in 1954 was most marked in Germany, Italy, the Netherlands, Sweden, 
and Switzerland. In most countries, however, these deposits have not 
quite recovered their prewar importance. 

Few countries made major changes in their fiscal policies in 1954 or 
the early part of 1955. In the developed countries there was some 
tendency to cut tax rates, but this was less widespread than in the 
previous year and in most instances the reductions were comparatively 
small. In the United States, however, there were lar ge tax reductions 
as a result of the expiration of certain emergency taxes and the adop- 
tion of a general tax reform. Despite these tax cuts and the auto- 
matic decline in tax receipts resulting from the slackening of business 
activity, the cash budget deficit decreased in the calendar year 1954 
as the result of a fall in cash expenditures. In Germany, too, there 
were considerable tax reductions effective at the begining of 1955. 
Relatively small tax reductions in Canada in April 1955 accompanied 
an expansionary monetary policy. In the United Kingdom, tax relief 
also granted in April 1955 was considered desirable as a stimulus to 
pr oduction, despite the existence of conditions that had only recently 
required two increases in the bank rate. On the other hand, Denmark 
increased indirect taxes to supplement monetary restrictions prompted 
by balance of payments difficulties, and early in 1955 Sweden restored 
the levy previously applied to new investment, which had been re- 
moved at the beginning of 1954. In most underdeveloped countries, 
the main fiscal problem is still that of raising enough revenue to fi- 
nance development expenditures by the government. Compensatory 
fiscal action, where successfully undertaken, has generally been con- 
fined to the adjustment of export and import duties to changes in 
market conditions and in the balance of payments position. 
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INDUSTRIAL COUNTRIES 


The recovery of the United States from the business contraction 
of 1953-54 was an event of outstanding importance in the past. year. 
The contraction was initiated by a decline in retail sales in the second 
quarter of 1953. At the same time, defense expenditures began to 
decline, their annual rate falling over the next 18 months by nearly 
$14 billion. These depressive influences led in turn to a substantial 
adjustment of business inventories; inventories had expanded at an 
annual rate of $5 billion in the second quarter of 1953, but in the fourth 
quarter they were reduced at an annual rate of $ billion. 

Toward the end of 1954, aggregate demand in the United States 
revived. Consumer expenditure, which had been supported by a 
decline in tax collections and the sustaining influence of sana social- 
security payments, began to rise again. Expenditures on housing 
increased sharply, under the stimulus of liberalized mortgage con- 
ditions introduced by the Federal Government. The continuous rise 
of construction outlays throughout the year reflected the general con- 
fidence that the contraction would not be long lived. Defense expendi- 
tures stopped falling in the third quarter of 1954, and finally the inven- 
tory adjustment ran its course. In the last months of 1954, stocks of 
purchased materials and goods in process started to increase, and 
the continuing decline in inventories of finished goods may have been 
partly a reflection of unexpectedly large sales. 

In the early months of 1955 the expansion continued and broad- 
ened. From February unemployment was less than it had been a year 
earlier, although it remained around 5 percent of the labor force, 
considerably above the postwar average. A high degree of business 
and consumer confidence was indicated by an upturn of expenditure 
plans for capital goods and durable consumer goods. 

Progress toward recovery was at first aided by Federal Reserve 
policy which was directed toward making credit readily available on 
terms attractive to borrowers. The effect was achieved principally 
through a reduction in bank reserve requirements in 1954. Partly 
owing to this easing of their reserve positions and partly as a result 
of reduced business borrowing, banks purchased exceptionally large 
amounts of Government securities and greatly increased their lending 
on residential mortgages. Commercial bank purchases of United 
States Government securities indirectly provided part of the funds 
made available to other borrowers by individuals and institutions that 
had reduced their Government security holdings. 

Interest rates, both long-term and short-term, declined in the United 
States during the first half of 1954. After August, interest rates on 
Government paper rose moderately, as the more than seasonal expan- 
sion of business borrowing was allowed to reduce the net excess of 
bank reserves. The Board of Governors of the Federal Reserve Sys- 
tem announced late in the year the discontinuance of its policy of 

“active ease” of credit. Thereafter, the excess reserves of member 
banks declined. During the first 4 months of 1955, rates on commer- 
cial paper, Treasury bills, and longer-term securities rose somewhat, 
and in April the Federal Reserve banks raised their rediscount rate 
from 114 percent to 134 percent. In view of the boom in share market 
prices which had persisted since late 1953, action was also taken in 


69155—55——7 











92 INTERNATIONAL BANK AND MONETARY FUND MEETING 


January, and again in April, to restrict the availability of credit for 
purchasing and carrying corporate stock. 

Until early 1955, developments in Canada paralleled those in the 
United States rather closely. Industrial production fell during the 
last half of 1953 and the first quarter of 1954, and employment in 
manufacturing declined. The recession was intensified by a partial 
failure of the wheat harvest and a contraction of agricultural export 
markets. 

In the first part of 1954, the Canadian authorities followed policies 
similar to those of the United States. Monetary policy was eased 
and interest rates fell substantially. In June 1954 the Government 
stimulated private residential construction by legislation liberalizing 
the provision of housing finance. These measures assisted in a recov- 
ery in the second half of the year. However, the recovery was not 
complete, and unemployment continued at levels above those of 1953. 
In early 1955 the expansive monetary policy was continued, interest 
rates fell, and the discount rate was lowered in February. The Gov- 
ernment’s budget for the fiscal year 1955-56 provided for a reduction 
in tax rates and a small deficit. 

The pattern in Western Europe was quite different from that in 
North America. There was a marked rise in industrial production in 
practically every country. Employment rose everywhere, and in 
several countries unemployment reached a practical minimum. In 
some countries—notably Austria and Western Germany—which have 
had unemployment problems, there were signs that shortages of indus- 
trial manpower were becoming significant in certain sectors. In con- 
trast to 1951, when the post-Korean boom was at its peak, prices 
remained fairly stable while production was increasing. In almost 
every country in Western Europe, wholesale prices varied by less than 
3 percent during the year. In a few countries, notably the Nether- 
lands and Norway, retail prices rose somewhat under the impetus of 
‘wage increases, though productively also increased. Toward the 
end of the year, however, there were some further price increases in 
several countries, and the maintenance of price stability threatened 
to become more difficult in the face of further intensification of de- 
mand, rising wages, and some rise in import prices. 

There were several developments favorable to economic expansion 
in Western Europe. ‘The sharp reversal in inventory movements in 
the United States had no counterpart in Europe, where inventories 
were rather low at the beginning of 1954. Consumer expenditure was 
fostered by the spread of consumer credit and the increased avail- 
ability of durable consumer goods, and, still more in some countries, 
by wage increases which redistributed income in favor of labor and 
by tax reductions. The upswing was marked by an expansion in the 
sales of durable consumer goods in most West European countries. 
Economic expansion was further aided by a considerable growth of 
exports, particularly from continental Europe. Probably even more 
important was the expansion of investment, including housing, en- 
couraged in part by the easing of monetary policy and facilitated 
also by some initial slac kness in the metal-using industries. 

In most West European countries, the promotion of expansion 
required little overt action. In the Netherlands, however, where sub- 
stantial balance of payments surpluses provided a margin of safety, 
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and where considerable restraint had been shown in making wage 
adjustments in previous years, there was an example of direct action 
on income distribution in the form of Government-sanctioned wage 
increases. Industrial wage rates rose by 16 percent in 1954. The 
Government also reduced tax rates, but the cash budget surplus ac- 
tually realized was only slightly smaller than in 1953. At the same 
time, the new commercial bank reserve requirements and a conver 
sion of short-term debt into medium-term increased the monetary 
authorities’ power to control credit expansion. 

Outstanding increases in production were recorded in both Western 
Germany and France in 1954. Foreign demand and domestic invest- 
ment were important factors in the expansion in Germany, which was 
a continuation of the spectacular gains made each year since the 
currency reform of 1948. The increase in France, which contrasted 
sharply with the lack of progress in the previous year, was encouraged 
not only by increased demand for exports but also by tax exemptions 
for investment and increases in wages of the lowest paid workers. 
Both countries followed policies designed to lower interest rates. 
Although the money supply rose substantially, price stability was 
maintained; 1954 was the first year since the end of the war when a 
substantial rise in production was achieved in France without general 
price increases. This price stability in France was of paramount im- 
yortance in strengthening confidence, stopping the flow of gold into 
cases increasing savings, and hence reducing the Government’s 
dependence on bank credit. 

While domestic output in the Scandinavian countries continued to 
rise, unsatisfactory balance-of-payments movements in some of them 
forced several significant changes in monetary policy in the course of 
the year. In Denmark, fiscal and, in particular, monetary policies 
were strengthened considerably when foreign exchange reserves fell 
drastically in the summer of 1954. To increase the effectiveness of its 
monetary policy, the Government took steps to insure that higher 
interest rates were extended to residential housing, for which loans 
had previously been granted at fixed low rates. Further fiscal meas- 
ures were taken in the spring of 1955. In Norway, continued balance- 
of-payments pressures caused the Government to adopt more stringent 
fiscal and monetary measures, especially with a view to reducing the 
unusually large investment program. For the first time since 1946, 
the discount rate was changed in February 1955, and long-term rates of 
interest rose. Further arrangements, including the introduction of 
additional bank reserve requirements, were made to limit the expan- 
sion of credit to the private sector of the economy. In Sweden, where 
there was a risk that wage increases agreed early in 1955 might in- 
tensify pressures already evident in the economy, the discount rate was 
raised in April from 234 to 334 percent, and a new long-term bond 
issue was offered at 414 percent, three-fourths percent above the 
ruling market rate. By these measures and stricter enforcement of 
reserve requirements, the Government attempted to establish firmer 
control over the banking system and to a meet a threat of new infla- 
tionary pressures. 

The United Kingdom shared in the general expansion of produc- 
tion and employment. In the course of the year, unemployment fell 
even below the level of the immediate postwar years, Consumption 
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expenditure, in particular on durable goods, especially automobiles, 
grew substantially. Investment also increased, notably in the nation- 
alized industries. On the other hand, there was a slight decline in 
Government expenditures, arising from a reduction in outlays on 
defense. The tendency to expansion was supported by monetary 
policy. A general downward trend in interest rates quickened during 
the year; the movement was most marked in short-term rates, which 
were influenced by a lowering of the bank rate in May, but long-term 
rates also fell in all sectors of the capital market. Ordinary share 
prices showed a strong upward tendency. The private sector of the 
economy and the nationalized industries increased their borrowing 
from the banks. On the other hand, the Government’s overall deficit, 
including capital expenditures, decreased considerably. Early in 1955 
there were indications that the expansionary forces were becoming 
more pronounced and, in conjunction with other factors, were having 
an adverse effect on the balance of payments. Accordingly the bank 
rate was raised from 3 to 314 percent on January 27, and to 414 per- 
cent on February 24, a. some restrictions were Raueed on hire 
purchase. When the 1955-56 budget was introduced in April, the 
Chancellor of the Exchequer estimated that the scope for increased 
production in the coming year would be at least as great as in the past 
2 years, while home demand should rise by less. As an incentive to 
increase production, the budget provided for a small general reduc- 
tion in income tax. 

During 1954 the Japanese monetary authorities achieved an im- 
portant success in their attempt to halt inflation. In earlier years 
the money supply had increased continuously and the cost of living 
went up each year. Wholesale prices in December 1953 were nearly 
50 percent higher than in 1950. Foreign exchange reserves had de- 
clined considerably in 1953, and Japan also had to face the certain 
prospect that receipts from expenditures by United States Armed 
Forces would decline sharplv. At the end of that year, strong mone- 
tary action was initiated. The Bank of Japan undertook to reduce its 
loans to private banks, by applying increasingly high charges on re- 
discounts beyond certain limits. These measures were aided by a 
recovery of confidence in the currency, which led to a significant in- 
crease in time deposits. Loans by the Bank of Japan fell substan- 
tially in the latter half of 1954, and the growth of the money supply 
was checked. Wholesale prices declined a little during the year, and 
the effectiveness of the tightening of credit is indicated by the fall 
of share prices, which contrasted with a rise in almost ev ery other 
country. Production for 1954 as a whole was greater than in 1953. 
The fall in foreign exchange reserves was checked and substantial 
gains were made late in the vear. 


UNDERDEVELOPED COUNTRIES 


In 1954 and early 1955, many underdeveloped countries still found 
it difficult to sotaibliahs or maintain internal monetary stability, and 
their problems were often intensified by the pressing claims of de- 
velopment programs. The diversity of the experiences of the under- 
developed countries in 1954 again ‘demonstrated that the degree of 
success attained in maintaining monetary stability while they are 
pressing forward with development depends upon their economic 
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policy as a whole rather than upon any single factor in it. The 
significance of a budget deficit will be greatly influenced by measures 
taken at the same time to insure a balanced growth of production, 
or to protect the equilibrium of the economy as a whole in other ways. 

In most Asian countries, 1954 was a year of comparative domestic 
monetary stability. But in a number of Latin American countries 
inflationary pressures with varying degrees of intensity were im- 
portant. ‘The most serious situations appeared to be those in Bolivia, 
Brazil, and Chile. 

Most of the Asian and a few of the Latin American countries that 
had been suffering from a fall in export earnings had, by 1954, 
adjusted their economies to the new situation. For some countries, 
the subsequent recovery in the prices of certain commodities, such 
as jute, rubber, and tea, with a consequent improvement in their 
terms of trade, made the adjustments required of them less far- 
reaching than they otherwise would have been. Coffee prices, how- 
ever, which had increased in the last few years, fell sharply in the 
second half of 1954 and in early 1955. 

Some countries that faced balance-of-payments deficits because 
their domestic income and price levels had not been adjusted to lower 
export earnings attempted to maintain incomes in export industries 
by various kinds of subsidy, while imposing more stringent exchange 
restrictions to correct the balance of payments. Such efforts, how- 
ever, cannot produce results that are satisfactory for the economy as 
a whole; they usually create inflationary pressures or intensify pres- 
sures already operating in the economy, while they also tend to 
become progressively more difficult to enforce. 

In spite of a fall in government revenues as the Korean war boom 
collapsed, many underdeveloped countries had maintained their de- 
velopmental expenditures, and by 1954 some governments, at least in 
Asian countries, were again increasing these expenditures. Although 
efforts to expand gov ernment revenues through improved tax collec- 
tion and other tax measures have continued, government expenditures 
have increased by as much as, if not more than, the increases in reve- 
nues, and in many underdeveloped countries there are still substantial 
government budget deficits. Where this has led to, or been accom- 
panied by, an expansion of domestic output, or where large foreign 
reserves accumulated in earlier years have been used to finance imports, 
no inflationary pressures have arisen. In India, for example, the trend 
of wholesale prices over the last few years and also for most of 1954 
has been downward, despite budget deficits. The offsetting factor in 
India has been the large increases in both agricultural and industrial 
production resulting not only from favorable weather but also from 
earlier Government investments, such as the expansion of irrigation 
works. In the fiscal year 1955-56, a budget deficit larger than that 
shown in the 1954-55 revised estimates is expected, but the Indian 
Government does not anticipate inflation. 

In Burma, deficit financing mainly for development did not lead 
to domestic inflationary pressures, partly because domestic output 
increased. Also, foreign reserves were allowed to fall. The main 
single influence affecting the movement of reserves was debt repay- 
ments to India and the United Kingdom; the movement was also 
accelerated by declining export prices for rice. In order to stem tne 
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decline of reserves, the Government not only introduced strict import 
controls in early 1955, but also cut expenditures, including those of a 
developmental nature, with a view to making its development program 
more realistic in relation to available resources. 

Deficit financing by the Government of Indonesia during the last 
few years has made more difficult the problem of adjusting ‘the econ- 
omy to a lower level of export earnings. The Government’s indebted- 
ness to the central bank (Bank Indonesia) increased from Rp 5,398 
million at the end of 1953 to Rp 8,599 million at the end of 1954. The 
money supply consequently increased, and by December 1954 was 45 
percent larger than at the end of the previous year. Wage increases 
in industry, which exceeded any real increases in productivity, also 
contributed to the inflationary tendency. 

Underdeveloped countries can try to reduce the excess demand at- 
tributable to inflated domestic incomes by cutting government expendi- 
tures or by adopting measures to increase government revenue. How- 
ever, these adjustments are always difficult and often slow. One of the 
most successful of such attempts was made in Ceylon. Beginning with 
the year 1953-54 and continuing in 1954-55, Ceylon’s budget aimed at 
economic development with financial stability. In order to avoid 
inflation and to leave private savings to finance private investment, it 
was decided that total Government expenditures were not to exceed 
total Government revenues plus receipts from borrowing abroad, and 
the Government reduced its net domestic debt during the year. The 
rise in the export price of tea during 1954 contributed in no small 
measure to the success of the Government’s efforts, for it made possible 
an expansion of Government revenue by means of several increases in 
the export duty on tea. For the first time in several years a éash 
surplus was achieved in 1954. 

The upward movement of prices and the money supply that had been 
in progress in Brazil for a long time was accelerated in 1954, wholesale 
prices increasing by about : 30 percent. An important contributory 
factor was a substantial rise in the for eign price of coffee in the early 
part of the year. Later, when world coffee prices fell and a minimum 
export price was maintained, the financing of coffee stocks produced 
a considerable expansion of bank credit. The fiscal operations of both 
the Federal Government and the State governments again resulted in 
large deficits. These factors and the delayed impact of the substantial 
increase of minimum wages that had taken place in 1954 limited the 
effectiveness of measures, “including sharply increased reserve require- 
ments, which were adopted in October to curtail the expansion of 
commercial bank credit. Commercial bank credit leveled off, and 
lending by the Bank of Brazil was under better control in the early 
part of 1955. Prices continued to rise in early 1955, although at a 
somewhat slower rate. 

In Bolivia the cost of living index doubled in 1954, and in Chile it 
increased by 70 percent. In both countries the financing of Govern- 
ment deficits, which in turn permitted substantial expansion of private 
credit, was an important cause of inflation. These fiscal problems had 
yet to be solved in early 1955. In Bolivia substantial extensions of 
central hank credit to the Government-owned mining corporation and 
the mining bank, to enable them to continue financing tin exports 
at the official exchange rate in the face of rising costs, contributed to 
the severe inflationary pressure. 
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In Mexico, the devaluation of the peso in April 1954 from 8.65 to 
12.50 per United States dollar was followed at first by a considerable 
flight of capital, general uncertainty, and continued slackness in busi- 
ness. This uncertainty was overcome toward the end of the year, 
however, and industrial production increased rapidly in the first 
quarter of 1955. As prosperity returned, measures were taken to limit 
the expansion of the money supply and the rise in prices. During the 
first year after the devaluation, the money supply increased by roughly 
20 percent as central bank credit was extended to the Government 
and its agencies. Prices rose by 19 percent from March 1954 to March 
1955. In order to insure monetary restraint, Government credit in- 
stitutions agreed to forego further recourse to the central bank, and 
the Federal Government adopted a balanced budget for 1955. Private 
credit was restricted by high reserve requirements which in effect 
limited credit extension to roughly 25 percent of any increase in 
deposits. By the spring of 1955, the outflow of capital had been 
reversed and reserves, aided also by favorable exports of agricultural 
products, were higher than they had been at the beginning of 1954. 
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| (2d installment). 
Brazilian Traction 
Sao Francisco Hidro 
Electric Co. 
Comissao Estadual 
de Energia Eletrica. 


Usinas Eletricas do 
} Paranapanema. 
Ceylon.. oe 
Chile (guarantor): 
Fomento and Endesa- 
Fomento. 
cau. 


Fomento and 
| Manufacturera de 
Papeles y Cartones. 
| Colombia 
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| ere 


See footnotes at end of table. 


| Colombia (guarantor): oa 
Caja de Credito 
do 


RPE. 6 ou csannntneel 
Rs baie cs ae 
} Caldas Hidro-Elec- 
| tric Co. 
Hidroelectrica de 


Rio Lebrija. 
Ferrocarriles Nacion- 
ales de Colombia. 


Ecuador (guarantor): 
Comite Ejecutivo de 
Vialidad (Guayas). 
| El Salvador 
| E] Salvador (guarantor): 
Comision del Rio 
| Lempa. 


INTERNATIONAL BANK 


| Equipment 


Equipment 


| Equipment and 


AND 


Program or project 


wi ccbinden a eae 
for steel and 
power industries. 

and materials 


for 10-year development | 


plan of the Belgian Congo. | 


Waterways and im- 


provements. 


port 


materials 
for 10-year development 
plan of the Belgian Congo. 


| Railway rehabilitation 


Cia. | 


Cearg & Cemig------|__- 


| 





Highway maintenance and 
improvement. 

Railway rehabilitation - 

Electric power development 
and telephone equipment. 

Electric power development 


do. e 
do.. 


do 


do. 
do. 


do. 
do. 


Agricultural development 
Exploration and use for 


irrigation of underground 


water resources. 
Construction of paper and 
pulp mills. 


Highway construction and 
rehabilitation. 
..do 


| National railways project 


Agricultural development 
is eles 
Electric power development 
do 
~. 


do. . 


| National railways project 


materials 
and 


Equipment and 
for reconstruction 
development. 

Highway construction- 

Coastal highway project- 


Electric power development 


VIL. 


{Expressed in United States currency. See notes 


Date of loan 
agreement 


Aug. 
July 

Mar. 
Mar. 


July 


June 
Mar. 


Sept. 
Dec. 
Sept. 
June 
Apr. 
Dec. 
Jan. 


Jan. 


Feb. 
May 


June 


July 
Dec. 


July 


| Mar. 


22, 1950 | 


8, 1952 
2, 1954 
18, 1955 


19, 1954 | 


14, 1955 
1, 1949 


13, 1951 
14, 1954 
13, 1951 
27, 1952 
30, 1953 
18, 1953 
27, 1949 
18, 1951 


24, 1954 
26, 1950 


27, 1952 | 


17, 1953 | 


18, 1953 
9, 1954 


25, 1948 


do- 


Oct. 


Sept. 


Apr. 


| Sept. 


Aug. 


Aug. 
Dec. 


Nov. 
Mar. 


Dee. 


Nov. 


June 


Aug. 


Feb. 
Oct. 


Dec. 


10, 1951 


10, 1953 


10, 1951 


10, 1953 
26, 1952 


19, 1949 
29, 1954 


2, 1950 | 


24, 1955 
28, 1950 


13, 1951 
15, 1955 
22, 1947 


10, 1954 
12, 1954 
14, 1949 


Original |rate (in- 

| maturi cluding 

ues — |commis- 
sion) 
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1955-75 
1957-72 
1957-69 
1958-70 


1959-79 | 


1960-79 | 


1953-69 


| 1957-76 | 


1965-69 


1957-76 


| 1955-67 


1954-59 
1959-69 


1953-74 | 


1955-76 


1955-74 


1954-75 | 


1958-74 
1959-79 
1953-68 


1950-55 
1955-61 


1958-70) 


1954-61 
1956-63 


1952-56 
1954-70 
1959-75 
1952-71 


1954-72 





1958-80 


1953-72 | 


1958-64 


1959-66 | 


1954-75 


1957-77 | 
1957-73 | 


1957-78 | 


STATEMENT OF 


Interest! 


| 


| Pere 





1957-61 | 





ent} 
4\% 
434 
434 
456) 











414 
334) 
438) 


378 


434) 
434 


349 
444 


434 
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INTERNATIONAL 


Loans JUNE 30, 1955 


A, B, and C of notes to financial statements] 


Original | 


prittcipal 
amount 


| 


$100, 000, 000) 
50, 000, 000 


54, 500, 000 


10, 000, 000 $10, 000, 000 


16, 000, 000 


30, 000, 000}. _ 


20, 000, 000 
40, 000, 000 


12, 500, 000 
3, 000, 000 
12, 500, 000 


75, 000, 000 


15, 000, 000! - 


18, 790, 000) 


Cancel- 
lations 
and re- 
fundings 


Loans not 
yet effec- 
tive 2 


54, 000, 000)... ..- 


15, 000, 000) .......-.-- 


25, 000, 000! 
7, 300, 000) 
10, 000, 000) 


19, 110, 000) 

| 13, 500, 000 
2, 500, 000 
1, 300, 000 


20, 000, 000 


16, 500, 000 


4, 350, 000). _- 


boom 
| 25,000, 000 


5, 000, 000) - - 


5, 000, 000 
3, 530, 000 
4, 500, 000 


2, 600, 000)... _- 


2, 400, 000) - 


15, 900, 000/$15, 900, 000 


40, 000, 000 
8, 500, 000) 
11, 100, 000 


12, 545, 000 


BANK AND MONETARY FUND 


Effective loans sold or 


agreed to be sold! 


(3) a. ; 
16, 000, 000 $2, 500, 000 


MO GEE te chen 28, 450, 000 
a a ohldinma d 20, 000, 000 
2, 624, 450 _- : 37, 375, 550 

eadelenae 12, 500, 000 
ne - 2, 400, 000 


4, 028, 411; 1,106,349 70,077, 938 


_hennetitbenttasoseel| Way Tee 
oe — .| 14, 532, 586 


anwnenes -|----------| 25,000,000 


is oaltisiiienia deci eaten 12, 139, 000 
1, 745, 000, 1, 745, 000) .....--- 
549, 000)......... 671, 000 


800, 000 800,000; 14, 406, 000 


go tialige nce age | 14, 350, 000 
as ned anatel 25, 000, 000 


1, 500,000) 2,000,000) 2, 000, 000 1, 425, 441 
3, 000, 000) . 2, 000, 000 
148, 000 148, 000 3, 306, 000 
eel ‘ . . oot 4, 500, 000 

97, 000 194, 000 194, 000 2, 309, 000 


84, 800 84, 800 2, 271, 000 


ee et oe 


599,000} 2,257,000; 936,000 37, 144,000 


nada teapelda nha incon 8, 500, 000 
| 
Bs ws ctdnwen 10, 850, 000 


11,000; 1,000, 000 184,000' 11, 534, 000 


12, 000, 000 


we 


12, 500, 000 


-----| 15,000,000 


atid ede 6, 253, 000 
ntienlne senieeeeinedecpsaea 10, 000, 000 


19, 110, 000 


20, 000, 000 


— 


nN 


MEETING 


Effective Principal 
ne! Fae. ead amount 
Total Portion | >¥Y bank | disbursed 
sales matured ¢ 
Bs nominee $92, 629, 000 $100, 000, 000 
3, 800,000)..........| 46, 200,000 000, 000 
th eee See _.| 54,000, 000 957 
10, 400, 000).......... 44, 100, 000 552 


, 950 


000 


627 


O00 


200 
367 


, 699 


, 000 





25, 441 


, 000 


000 


000 


000 


689 


, 549 


, 000). 


99 


Undis- 
bursed 
balance of 
effective 
loans * 


$5, 785, 043 
49, 088, 448 


10, 739, 050 


35, 373 


R803 


, 630 


58, 301 


9OY 
966 


000 


0, 815 
142, 863 


002 


1, 724 


020 


463 
647 


000 


, 000 


8, 127, 311 


10, 985, 451 
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VII. Srarement oF Loans 








] 


Interest 
Original |rate (in- 
maturi- |cluding 

ties |commis- 
sion) 


Date of loan 


ua 1 © 
Borrower and guarantor Program or project agreement 


Highway rehabilitation --__ Sept. 13,1950 | 1956-71 
| Foreign exchange for devel- |_....do.__--..| 1956-71 
opment bank. 
Rehabilitation and exten- | Feb. 19,1951 | 1956-71 
sion of telephone and tele- | 
graph systems. 
Equipment for timber pro- | Oct. 17,1949 | 1950-51 
duction. 
Finland (guarantor): 
Bank of Finland Electric power development | 
and equipment for wood- 
yroducts industries and 
imestone powder produc- | 
tion. | 
Electric power, wood-prod- . 80,1952 | 1955-70 
ucts industries, and agri- 
| _ cultural development. 
Electric power, wood-prod- . 13,1952 | 1955-70 
ucts industries, and agri- 
cultural development 
(supplemental loan agree- 
ment). 
| Electric power and wood- | Mar. 24,1955 | 
products industries dev el- | | | 


Aug. 1,1949 | 1953-64 


opment. 
France (guarantor): 
Credit National Equipment and materials | May 9, 1947 | 1952-77 
for reconstruction and de- 
velopment. 
Central Office of | Railway improvement June 10,1954 | 1956-66 
French Overseas 





| 
Electric power development_| June 20,1951 | 1956-73 
Agricultural development.._| Nov. 1,1951 | 1956-73 
Fertilizer plant | Aug. 26,1952 | 1954-69 

Iceland (guarantor): | 


Iceland Bank of De- | Agricultural development-__| Sept. 4,1953 | 1958-75 
velopment. 
Construction of radio trans- | “ey 1954-66 
mitter building. | 
Railway rehabilitation | - 1950-64 
| Agricultural development-___| Sept. 1952-56 
Electric power development_} Apr. 18, 1955-70 
Electric power development, | Jan. 2% 1956-77 
flood control, and irriga- | 
tion. 
India (guarantor): | 
Indian Iron & Steel | Expansion of iron and steel | Dec. 18, 1952 
Co. production facilities. 
106 IN &_..__- Tata Hydro, Andhra, | Electric power development. | Nov. 19, 1954 
and Tata Power | 
Cos. 
109 IN 6_.__- Industrial Credit & | Foreign exchange for devel- | Mar. 14, 1955 
Investment Corpo- | opment of private indus- | 
ration of India. try. 
Construction of a flood-con- | June 15, 1950 | 
| trol project. } 
| Italy (guarantor): | 
Cassa per Il Mezzo- | Equipment and materials | Oct. 10,1951 
for development plan of | 
southern Italy. 

Ge-.3- | Oct. 6,1953 | 
Electric power, irrigation, June 1, 1955 
| and industrial projects. | 
| Japan (guarantor): 
Japan Development | Electric power development...; Oct. 15,1953 | 195 7-73 

Bank. | 


Sanita coe --| 1957-73 | 
; snc KOs | 1957-73 | 

| Equipment for steel mill | Aug. 28, 1947 | 1949-72 
and railroads. { 














See footnotes at end of table. 
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JuNE 30, 1955—Continued 


| 
| Effective loans sold or Undis- 


} 
Original Loans not pene eueneee agreed to be sold * | Effective Principal bursed 
principal yet effec- | ond re- aaiirte a ane loans held | amount | balance of 
amount tive 2 fundings bank | Total Portion | >¥ bank | disbursed | effective 


i oans 5 
|} gales |matured 4) teane 


ee ——————— — — 


| 


5, 000, 000)... ‘ “ ve | §, 000,000} 5, 000, 000) 


ee --| 2,000,000, 1, 236,912 763, 088 


1, 500, 000|.......... _....-| 1,800,000] 818,671) 681, 328 


} 
2, 300, 000! waa acai iatihinial 2101 
| 


' 


| 
12, 500, 000| | 1, 513,990) 1, 559,010/ 1,559,010! 9, 427,000! 12, 500, 000 


20, 000, 000)... - 20, 000, 000! 17,793,959] 2, 206, 041 
| | 

3, 479, 464 3, 479, 464 2, 625, 019) 

| 


12, 000, 000) Rescued , 000} | 9,712, 000 78, 288| 11, 921, 712 


| 





250, 000, 000 : : 220, 620, 000) 250, 000, 000)......... 


7, 500, 000 | 6 6,891, 0001 2, 808, 571/ 4, 691, 429 


2, 450, 000! cee 2, 450,000} 2, 450, 000/....... 
1, 008, 000 BY: vil : | 1,008,000! — 1, 008, 000 
854, 000 | 814, 000 854, 000) 


1, 350, 000 j | 1,350,000) 1, 350 000! 

252, 000 vag A ih ae 236,040) 246, 128) 
34, 000, 000 | 4, 498, 981 , 536 | 20, 002, 483} 32, 800, 000|........___ 
10, 000. 000 1, 557, 000 , 813} & 706, 000 7, 203, 813) 


18, 500, 000 i < 20, 315, 16, 269, 000} 16, 497, 594) 1, 312, 406 
19. 500, 000 10, 500, 000 830, 979} 9, 669, 023 





| 


31, 500, 000 | 1, 242, 996) 30, 257, 004 
16, 200, 000 








10, 000, 000! 10, 000, 000) 
12, 800, 000 
10, 000, 000 


10, 000, 000 
70, 000, 000 








21, 500, 000 18, 255,712) 13,423,641) 8, 076,35 


| 9, 546,409 8, 640,934) 2, 559, 066 
6, 255,000} 5, 458, 663) 2, 041, 337 
1, 285, 000) 8, 675, 000! 11, 761, 983 
| | 
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INTERNATIONAL BANK AND 


MONETARY FUND ME 


VII. 





Loan num- 


her | Borrower and guarantor ! 


i 
| 





Date of loan 


Program or project 
agreement 





Mexico (guarantor): 
Financiera and Co- 
mision. 


12 ME.. 


d 
Mexican Light 
Power Co. Ltd. 
Consortium of Eight 
Mexican Banks & 
Nacional Financi- 
era. 
Financiera and Co- 
mision. 
Ferrocarril Del Pa- 
cifico, S. A. de 
o, vs 
Netherlands 


| Netherlands (guarantor): 

N. V. Stoomvaart 

Mij. “‘Nederland.” 

N. V. Vereenigde 
Schvrt. Mij. 

N. V. Nederland- 

Amerika Stoom- 

vaart-Mij. ‘‘Hol- 


land-Amerika |} 


Lijn.”’ 
N. V. Rotterdamsche 
Lloyd. 
Herstelbank 


10, 10a NE_.. 
15 NE.. 


KLM Royal Dutch 
Airlines. 
Nicaragua 
aaa 


je... 
| Nicaré agua (gui irantor): 
Banco Nacional de 
Nicaragua. 
97 } | IE addin wan aneaee eo 
115 NO... ohn 
60 PAK 
62 PAK 


| Pakistan_- 
— 
Pakistan (guar: antor): 
Sui Gas Transmis- 
sion Co. 
Karachi Electric Sup- 
ply Corp., Ltd. 
| Panama (guarantor): 
Instituto de Fomento 
Economico. 
ivtangeshcenkake 


99 PAK -- 
120 PAK ® 


86 PAN... 
a7 PAN... 


Be i ioc ec 
SF PP i.nae-<<-), POR ~<644 
EE Miisnctents kvetne ot 

ty ar & 


| Peru (guarantor): 

Banco de Fomento 
Agropecuario del 
Peru. 

Compania Nacional 


MS Ts-......- 


116 PE ¢_____| 
| 


| S.A. 
See footnotes at end of table. 


| 
Electric power development.| Jan. 





Ps cnc:icumnndownt 


_| Irrigation project... 





de Cemento Port- | 
land del Norte | 


6, 1949 | 


Apr. 28, 1950 


Foreign exchange for small | Oct. 18, 1950 
private enterprises. 


Electric power development 11, 1952 | 


Jan. 


Railway rehabilitation Aug. 24, 1954 | 


Equipment and materials 
for reconstruction and de- 
velopment. 

Equipment and materials 
for reconstruction and de- 
velopment (supplemental 
loan agreement). 


Aug. 7, 1947 | 


May 25, 1948 


| 
Purchase of SS. 15, 1948 | 


SS. Roebiah. 
Purchase of SS. 


Raki and | July 


Almkerk-. 
Alblasser- 


Purchase of SS. 
dijk. 


Purchase of SS. Friesland | 
and SS. Drente. 

Equipment for reconstruc- 
tion and modernization of 
particular industrial 
plants. 

Purchase of aircraft _ -_-- 


July 26, 1949 


Mar. 20, 1952 


Highway construction. __.-.| June 

Construction of grain-stor- | Oct. 
age facilities. 

Highway construction 

Electric power development 


7, 1951 
29, 1951 





| Sept. 
Ge.5. 


4, 1953 


Agricultural development June 7, 1951 
Purchase of merchant ships-- 
Capital equipment for gen- 
eral development. 
Railway rehabilitation _ 
Agricultural development 


Apr. 
Apr. 


8, 1954 
19, 1955 


Mar. 
June 


27, 1952 
13, 1952 


Construction of natural gas 
transmission line. 
Electric power development 


June 2, 1954 | 


June 20, 1955 


Agricultural development_-..| Sept. 25, 1953 
Construction of grain stor- 
age facilities. 
Agricultural development 
Port development. 
Agricultural eee 
Ws denis : 


_ MeO causes 


7, 1951 
23, 1952 | 
y 8,1952 
. 12, 1954 
5, 1955 





Agricultural development 7. 12, 1954 


Construction of cement . 19,1955 


plant. 


ETING 


| Original | 
| maturi- 
ties 


STATEMENT oF LOANS 


|Interest 
lrate (in- 
icluding 
commis- 
| sion) 

| 


1953-73 


(7) 
1953-75 


1952-57 | 


1955-77 | 


1959-69 


1954-72 | 


1953-54 


1954-58 


1954-61 
1954-62 


1957-63 


--| 1955-63 


1954-58 


1957-74 
1960-75 


1954-67 


1954-59 
1956-74 | 


| 1957-70 | 


1955-60 


| 1955-61 
1954-60 | 


1954-67 
1954-59 


; 1956-61 


1959-80 


1957-63 | 


Percent 
4% 


4% 
4% 


3% 


4% 











1958-70 
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JUNE 30, 1955—Continued 


Undis 
bursed 
balance of 
effective 


loans § 


| 
i 
; E flective loans sold or 
Original Cancel- Principal | agreed to be sold 3 
| principal lations repay- 
amount and re- | ments to 
fundings bank 


| Loans not 
| yet effec- 
tive 2 


Effective 
} loans held 
by bank 


Principal 
almount 
disbursed 


Portion 
matured ¢ 


Total 
sales 


24, 100, 000 


10, 000, 000}... _- 
26, 000, 000). ._. 


| 
10, 000, 000} . 


} 
| 


29, 700, 000) - 


61, 000, 000} - - 


191, 044, 212/___. 


3, 955, 788 


| 


4, 000, 000) - 


2, 000, 000! 


2, 000, 000} - 


| 
4, 000, 000! 


15, 000, 000) - 


7, 000, 000} 


i 
3, 500, 000! 
550, 000! 


3, 500, ooo! 





450, 000) -- 


1, 200, 000} 


25, 000, 000) 
25, 000, 000 


27, 200, 000). - 


3, 250, 000} 


14, 000, 000) - 


| 
13, 800, 000 


1, 200, 000 
| 
290, 000 


5, 000, 000 
2, 500, 000 
1, 300, 000 
| 1, 700, 000 
| 18, 000, 000 
i 
| 


5, 000, 000 


2, 500, 000 


13, 800, 000) 


2, 500, 000 


7, 548, 015 


; 


$10,000,000) - - 


| 


9, 472, 112 


900, 700 


850, 000 


328, O78 
| 


} 
| 


aiheiet ile 103, 271, 212 


3,006 





or 


, 
| 


3, 500, 000} 
344, 000 





68, 000 


1, 135, 300 


606, 000 


200, 000 


2, 420, 000) 
12, 351, 000) 


3, 955, 788) 


4, 000, 000) 
2, 000, 000} 


2, 000, ooo! 


4, 000, 000 


3, 298, 411 
| 


3, 500, 000) 


29, ooo! 
29, 000 





2, 016, 000 
735, 600 
997, 000) 


, 806, 000 


100, GOO 
538, 000 
245, 750 
342, 000 
496, 000 


748, 000 


(3) 


1, 135, 300 


606, 000) 


| 
3, 879, 000) 
| 
| 
' 


3, 955, 788 


4, 000, 000 


2, 000, ovo} 


2, 000, 000) ‘ 


4, 000, ooo! 
| 
2, 098, 371 
| 


3, 500, 000} - 


29, 000| 
29, 000} 


| 


29, 000 


735, 600 
740, 000) 


93, 250 


064,000; 23, 428 


, 544,000! 26, 000 


Vel, 


199, 810 


. 500, 000 


. 580, 000 19, 267, 


422, 000 
| 


191, 044, 


000 


7, S88 


18, 532, 7 


3, 955, 7 


4, 000, 
2, 000, 


2, 000, 


3, 376, 945 


7, 000, 


, 127, 000 
491, 000 


2, 366, 
546, 


500, 000 
430, 000 


1, 746, 
450, 
791,000! 1, 193, 


, 984, 000 
5, 000, 000 


25, 000, 
10, 000, 


632, 000! 
253, 000) 


14, 586, 
2, 684, 


194,000} 12, 198, 


, 200, 000 
290, 000 


, 700, 000 
. 894, 000 

932, 500 
, 358, 000 
7, 504, 000 


, 252, 000 


000 


000 


000 


000 


51, ORS 


O00 


130 
904 


900 
000 


121 


000 
000 


067 
391 


921 


15, 000, 000 


12, 613, 933 


565, 609 


, 801, 079 


), 574 
06, 775 


, 268, 176 
481, 360 


19, 150 
15, 402, 556 


4, 850, GOO 
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VII. Srarement or Loans 


| 
Original a 
rig! rate (in- 
Tee tee maturi- cinding 
agr ties |commis- 
sion) 





spare Borrower and guarantor ! Program or project 


} 
| 


Percent 
| Expansion of transport | Jan. 1956-65 3% 
facilities. | 
1955-63 
South Africa (guarantor): 
Electricity Supply ) : 1954-70 
Coan. 
1955-63 


Railway rehabilitation : 1954-66 
Irrigation project | 1956-71 
Port construction and de- 1954-66 

velopment. 
Construction of grain-stor- | : 1954-68 
| _ age facilities. 
ig | ee Port construction and de- 1956-75 


velopment. 

: d . 26,1954 | 1956-75 

63 TU _. Electric power development, | . 18, 1952 | 1957-77 | 

irrigation, and flood con- 

trol. 

Turkey (guarantor): 
Industrial Develop- | Foreign exchange for devel- . 19,1950 | 1957-65 

ment Bank of Tur- opment of private indus- 





. 10, 1953 | 1958-68 
United Ranken (guar- 
antor): 
Southern Rhodesia...| Electric power development.| Feb. 27,1952 | 1956-77 
Northern Rhodesia__| Railway development ar. 11,1953 | 1956-72 
East Africa High | Railway, harbor, and road | . 15,1955 | 1958-74 
Commission. | transport projects. 
| Uruguay (guarantor): 
U.T. E 





| Electric power development | / . 25, 1950 | 1955-74 | 

and telephone equipment. 

| Equipment for timber pro- . 17,1949 | 1950-51 

duction. | 

Equipment for electric . 11,1951 | 1955-76 | 
power, coal mining, non- 
ferrous metal develop- 
ment, industry, forest | 
products, agriculture and 
fishery, and transporta- 
tion projects. 

Expansion of electric power, 
mining, industry, fores- | 
try, and transportation. 





Less exchange ad- 
justment. 














1 Loans made (a) to the member or (6) to a political subdivision or a public or private enterprise in the 
territories of the member with the member’s guaranty. 

2? Agreements providing for these loans have been signed, but the loans do not become effective and dis- 
bursements thereunder do not start until the borrower and guarantor, if any, take certain action and furnish 
certain documents to the bank. 

3 The bank has entered into agreements to sell the below listed portions of loans which are not yet effective: 


Principal amount 
Loan agreed to be sold 


____... 2,049, 600 


The total of both effective and noneffective loans sold or agreed to be sold is the equivalent of $203, 0062 255. 

4 This includes amounts which, according to information available to the bank, have been prepaid prior 
to maturity. 

§ This includes $13,656,099 of effective loans which the bank has agreed to sell. Of the undisbursed bal- 
ance, the bank has entered into irrevocable commitments to disburse $12,026,024. 

6 Denotes loans not yet effective. 

7 July 1, 1950. 

§ Refundings. 





INTERNATIONAL BANK AND MONETARY FUND MEETING 105 


June 30, 1955—Continued 


| Effective loans sold or 
Cancel- | Principal | agreed to be sold * 
lations repay- 

| and re- | ments to 
fundings bank Tota! Portion 

sales matured ¢ 


Undis- 
Effective Principal bursed 
Se loans held amount balance of 
by bank disbursed | effective 

loans § 


| 
Original | Loans not 
principal | yet effec- 
amount | tive? 





934, 000 19, 066, 000 20, 000, 000 

3, 202, 000 26, 798,000 30, 000, 000 

4, 200, 560) 1,911,260) 25,799,297 30, 000, 000 

6, 620, 000) __ 23, 380, 000; 28, 545, 709 
189, 000 189, 000 2, 709, 000 3, 000, 000) . 

-|-----------|-----.----| 18,000,000} 16,867,332 

275, 000 275, 000 3, 973, 000 4, 165, 076 

144, 000 144, 000 3, 603, 000 2, 912, 755 

12, 500, 000 9, 023, 658 


3, 800, 000) _ . own 
22, 844,000; 15, 039, 352 


9, 000, 000) 9, 000, 000 6, 503, 129 


9, 000, 000! 9,000,000! 1,078, 178 


28, 000, 000) 4, 437, 000 23, 563,000! 28, 000, 000!_._. 
14, 000, 000! __ | 2,047,347 | 11, 952, 653! 14. 000, 000 
24, 000, 000) | 7,973, 000 16,027,000| 14, 203, 077 
33, 000, 000 825, 000) ) _...-| 31,675,000| 31, 203, 449 
2, 700, 000| | 2, 700, 000|_.. 


28, 000, 000! | 379, 000 | 27,621,000} 27, 118, 219) 
| | | | 


30, 000, 000) | | | 30,000,000, 24,706,157} 5, 203, 843 





2,324, 058, 464/138, 400, 000'50, 088, 698/140, 266, 283/194, 252, 655/61, 388, 030'1,801,050,828 1,679,727,905 


| 








cates -|1,795,552,265) ...-- 
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SUMMARY OF CURRENCIES REPAYABLE ON EFFECTIVE LOANS 


[Expressed in United States currency] 





| | | Effective 
: Amount | Repayments s 
Currency repayable | andsales | em 


Austrian schillings $657,617 | in | $557, 617 
Belgian francs. -- -_- Te 5,909,315 | $1,313, 168 | 4, 596, 147 
Canadian dollars____- ee ie 75, 046, 985 6, 398, 981 | 68, 648, 004 
Danish kroner-_- bod be : 1, 978, 872 131, 205 1, 847, 667 
Ie ‘3 23, 675, 831 | 576, 444 23, 099, 387 
German marks-.--.-_-.-.--- saaate en 3, 459, 560 | 19, 048 3, 440, 512 
Italian lire ‘ | 4, 903, 794 | 217,791 | 4, 686, 003 
Luxembourg francs - - DE ow 103, 864 |___- 103, 864 
Netherlands guilders._.._______- ree 5, 6 12, 338, 379 
Norwegian kroner 288, 156 |.-..-- 288, 156 
South African pounds D: A re canal 5, 792, 579 |_--- - 5, 792, 579 
Swedish kroner , 3, 113, 863 | 58, 2, 955, 848 
Swiss francs_____ Data dita otto L ese anal eee 58, 622, 668 12, 745, $ 45, 877, 296 
United Kingdom pounds_ ee . ae inal 40, 532, 109 2, 807, 702 37, 724, 406 


United States dollars |1, 443, 357, 699 | 279, 365, 554 | 1, 163,902, 145 


1, 679, 727, 905 303, 779, 895 | 1, 375, 948, 010 
are : a ‘ 455, 841, 861 
Total_ 


Receivable from pure hasers on account of effective loans sold 
or agreed to be sold 


1, 831, 789, 871 
30, 739, 043 30, 739, 043 





334, 518, 938 | 1, 801,050, 828 
ea ene 5, 498, 563 





1, 795, 552, 265 








Notes TO FINANCIAL STATEMENTS, JUNE 30, 1955 
NOTE A 


Amounts in currencies other than United States dollars have been translated 
into United States dollars: 

(i) In the cases of 46 members, at the par values as specified in the 
Schedule of Par Values, published by the International Monetary Fund; and 

(ii) In the cases of the remaining 10 members (Canada, China, France, 
Greece, Indonesia, Israel, Italy, Peru, Thailand, and Uruguay), the par 
values of whose currencies are not so specified, at the rates used by such 
members in making payments of capital subscriptions to the bank. 

(iii) In the cases of nonmember currencies, Swiss francs and Afghanistan 
afghanis, at the rates of 4.2975 francs and 16.80 afghanis, respectively, to 1 
United States dollar. 

No representation is made that any of such currencies is convertible into any 
other of such currencies at any rate or rates. (See also note B.) 


NOTE B 


The principal disbursed and outstanding on loans and the accrued charges for 
interest, commitment fee, service charge and loan commission are receivable in 


United States dollars except the following amounts for which the dollar equiva- 
lent is shown: 


Principal outstanding $211, 955, 865 
Accrued interest, commitment and service charges 
Accrued loan commissions 
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NOTE C 


The bank has sold under its guaranty $58,527,344 of loans of which amount 
$39,705,944 has been retired. The following table sets forth the maturties of 
the guaranteed obligations outstanding: 


Period Amount 
July 1, 1955, to June 30, 19% ; _... $2, 968, 400 
July 1, 1956, to June 30, 195 3, 102, 000 
July 1, 1957, to June 30, 1958 we 1, 582, 000 
July 1, 1958, to June 30, 1, 029, 000 
July 1, 1959, to June 30, 1, 000, 000 
Thereafter 9, 195, 000 


_ 18, 821, 400 


VIII. Loans anp Apvisory Assistance or INTERNATIONAL BANK 
FoR RECONSTRUCTION AND DEVELOPMENT 


COUNTRY-BY-COUNTRY SUMMARY 


This contains a country-by-country description of the operations 
of the bank in the past fiscal year. For each country in which the 
bank was active, information is given on one or more of the following 
topics: Loans made; negotiations and surveys looking to possible 
loans; general survey missions, and other kinds of advisory services. 
Loans that were made to borrowers other than member governments 
have the guaranty of the member government concerned. The inter- 
est rates shown include the 1 percent commission which, under the 
bank’s articles of agreement, is allocated to the bank’s special reserve. 
The loan amounts in the tables are expressed in United States dollars 
and are net of cancellations and refundings. 

Statement of loans gives additional details on all of the loans made 
by the bank since the beginning of its operations. That appendix 
shows among other things amounts committed, purpose of loan, inter- 
est rates, maturity dates, amounts disbursed and repaid, and amounts 
sold to other investors. Descriptions of the projects for which loans 
were made in previous fiscal years may be found in the annual reports 
of the bank covering the fiscal years during which the loans were made. 
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AFRICA 


Loans during fiscal year 


Number 


East Africa 


Total loans, 1947-55 


Country | Number Amount 


| 
| 
ie eimeitirenamemee a 
Belgian Congo $40, 000, 000 
East Africa : 24, 000, 
ee hie i 6 aie eda anihe acne caAaa basta nanins wwiedeneeeannne) 8, 500, 000 
French West Africa 

Northern Rhodesia sae ionome = 

Southern Rhodesia - - 

Nee Nc lua eeieshbaekasenenee SE eee 


Lending in Africa in 7 countries totaling 
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ALGERIA 


A bank mission visited Algeria in May and June 1955 to study 
economic conditions and development plans, and to examine electric- 
power projects. 


EAST AFRICA 


TRANSPORT LOAN 


Amount: $24 million. Term: 20 years. 
Date: March 15, 1955. Interest: 4%4 percent. 


Borrower.—East Africa High Commission. 

Guarantor.—United Kingdom. 

The High Commission is a statutory body which operates transport, 
communications, and certain other services shared by the three British- 
administered territories of Kenya, Uganda, and Tanganyika. 

Purpose.—The loan will assist the East African Railways and 
Harbors Administration, a branch of the High Commission, in carry- 
ing out a broad program of transport improvement. Begun in 1949 
the program is expected to be completed in 1957. The bank’s loan will 
help pay for goods and equipment imported under the program during 
the years 1954-57. The total cost of the program in these 4 years will 
be the equivalent of about $100 million, the greater part of which is 
being financed by loans raised in the London market. ‘The transport 
ir pare includes the building of deep-water berths and other facilities 
at the ports of Mombasa, Dar es Salaam, and Tanga; the purchase of 
new locomotives, rolling stock, and railway signaling equipment; the 
equipment and improvement of railway workshops; construction of 
new rail lines; and the purchase of road transport vehicles, spare 
parts, and the like. 

Economic benefits —The program is designed to ease a heavy and 
increasing strain which economic development in the past 10 years has 
placed on East Africa’s transport system. Rail traffic and the tonnage 
of cargo handled at ocean ports are twice as much as before the war. 
The increased traffic has been due to a marked growth in export-import 
trade. Imports especially have increased as the result of both rising 
income and the need for capital equipment to develop agriculture, in- 
dustry, and public services. Improved transport should result in still 
further advances in East A frica’s international trade. 


EGYPT 


A bank mission visited Egypt in late 1954 and early 1955 to study 
Egypt’s economic and financial situation and to make a preliminary 
study of the Sadd-el-Aali (High Aswan Dam) project for irrigation, 
flood-control, and electric-power development. The mission’s report 
is now in preparation. 


ETHIOPIA 


During the year the bank approved two projects being financed by 
the Ethiopian Development Bank—expansion of a fiber plant and con- 
struction of a macaroni factory. The projects called for foreign ex- 
change expenditures of $200,000 from the bank’s loan of $2 million, 
made in 1950 to provide the Development Bank with foreign exchange. 
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By the end of the fiscal year, the bank had approved projects requiring 
a total of $1.4 million from its loan. A bank staff member visited 
Ethiopia in late 1954 and again in May 1955 to assist the Development 
Bank in working out a credit program to develop coffee production. 


FEDERATION OF RHODESIA AND NYASALAND 


A bank mission was in the Federation during April and May 1955 
to study development plans and recent economic trends in the area. 


NIGERIA 


The report of the general survey mission, which visited Nigeria in 
late 1953, was presented to the Governments of Nigeria and the United 
Kingdom in September 1954. 

The mission expressed the view that the substantial economic growth 
and rise in living standards which has taken place in Nigeria over 
the past 15 years can be continued and even accelerated by carrying 
out a broad program of economic development. The program recom- 
mended by the mission covers the 5 fiscal years ending March 31, 1960. 
It is directed mainly toward strengthening Government services to 
support an expansion in production and encourage new private enter- 
prise. Recommendations are made with respect to agriculture, water 
resources, industry, mining, electric power, transport and communica- 
tions, education and health services. Public expenditure at all levels 
of Government was the equivalent of $143 million in 1952-53; under 
the mission’s recommendations, it would rise to about $272 million by 
1959-60. 

Among specific recommendations of the mission are creation of a 
special development body to advise on economic policy and to propose, 
analyze, and coordinate public investment; early establishment of a 
State Bank of Nigeria authorized to issue currency, to serve as the 
principal depository for funds of Government and semi-Government 
organizations, and to buy and sell Government securities ; recruitment 
of overseas technical personnel to help overcome Nigeria’s present 
shortage of technical and managerial skill; the training of Nigerians 
to fill responsible positions themselves ; and further surveys of agricul- 
ture, water resources, and local raw materials to pave the way for the 
development of the country’s rich resources. 
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ASIA 


Loans during fiscal year 


Ceylon 
In ia 


$19, 110, 000 
126, 013, 813 


6, 293, 

40, 200, 000 
58, 250, 000 
25, 400, 000 


275, 267, 759 


In response to the Government’s request, a bank mission visited 
Burma in December and January to study the economic situation and 
the country’s development plans. The bank has given a memorandum 
to the Government, expressing its general views on the development 
program and the economic and financial policies of Burma. 


CEYLON 
ELECTRIO POWER LOAN 


Amount: $19.11 million. Term: 25 years. 

Date: July 9, 1954, Interest: 434 percent. 

Borrower—Ceylon. 

Purpose.—The loan will finance part of the Aberdeen-Laksapana 
scheme for developing the hydroelectric power potential of the Kehel- 

amu and Maskeliya Rivers at a point about 50 miles east of Colombo, 
Ceylon’s capital. The scheme is being carried out in stages, the first 
of which was completed in 1951. (The bank’s loan will help to finance 
the next stage: A storage dam will be built on the Kehelgamu to regu- 
late the river’s flow so that more power can be generated; generatin 
capacity at the power station built in the first stage of the scheme wi 
be increased to 50,000 kilowatts by the addition of another 25,000- 
kilowatt unit; and additional transmission and distribution facilities 
will be constructed. The total cost of this stage is estimated at the 
equivalent of $31.5 million, and it is expected to be complete in 1959. 

Economic benefits —The project will supply additional power to 
southwestern Ceylon, the most productive cea populous part of the 
island, In this area are anal Colombo, Ceylon’s largest city and 
chief port, and most of the factories which process tea, rubber, and 
coconut products, Ceylon’s main exports. Ceylon has virtually no 
fuel resources, and the growing demand for power can be met most 
economically by development of hydroelectric potential. 


Other activities 


Industrial research institute-——The Government established the 
Ceylon Institute of Scientific and Industrial Research in March 1955, 
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‘The institute is the outgrowth of recommendations made by a general 
‘survey mission which visited Ceylon in 1951. It will undertake re- 
search designed to develop new uses for Ceylon’s natural resources and 
to improve the processes and equipment used in industrial plants. A 
bank staff member arrived in Ceylon in February 1955 to take up his 
duties as the first director of the institute. The cost of his services 
and those of a senior assistant are being shared, for a period of up to 
5 years, by the bank and the United Nations Technical Assistance 
Administration. 

Development Corporation.—The Government has continued to con- 
sult the bank regarding the establishment of a Development Corpora- 
tion. Two members of the bank’s staff went to Ceylon in June 1955 
for further discussion. 


INDIA 


ELECTRIO POWER LOAN 


Amount: $16.2 million. Term: 20 years. 
Date: November 19, 1954. Interest: 4% percent. 
Borrower.—The Tata Hydroelectric Power Supply Co., the Andhra 
Valley Power Supply Co., Ltd., the Tata Power Go, Lid. 
These companies are privately owned and form part of the large 
group of Tata enterprises which have a long aaaad of Spree in 


many different industries in India. The companies are the sole sup- 


pliers of bulk Renee in Bombay. 


Purpose.—The loan will pay the foreign exchange costs of con- 
structing a thermal electric powerplant in Bombay, with a maximum 
capacity of 125,000 kilowatts, and transmission facilities. Work on 
the plant began in 1953 and the first 62,500-kilowatt unit is scheduled 
to come into operation in October 1956. The whole project should 
‘be complete by the end of 1957. The total cost is estimated at the 
equivalent of $27.5 million. 

Economic benefits—The plant will help relieve the acute power 
shortage in Bombay and the surrounding area, a major industrial 
center. The capacity of the powerplants serving the Bombay area by 
the end of 1955 will be 273,000 kilowatts; the new plant will add 
more than a third to this capacity by the end of 1957. The present 
system, being largely h cheetah, is highly vulnerable to shortages 
of rainfall. The additional thermal electric capacity will be enough 
to balance not only the present system but also the hydroelectric facili- 
ties which the Bombay State government intends to install at Koyna, 
about 140 miles south of Bombay. 

Participation.—The First National City Bank of New York par- 
ticipated in the loan, without the bank’s guaranty, to the extent of 
$1,364,000, representing the first 4 maturities which fall due from 
October 15, 1958, through April 15, 1960. 


LQAN FQR INDUSTRIAL DEVELOPMENT 


Amount: $10 million. Term: 15 years. 
Date: March 14, 1955. Interest : 45 percent. 


Borrower.—Industrial Credit & Investment Corporation of India, 
Ltd. 

The corporation was established in early 1955 for the purpos of 
assisting the growth of private industry in India. It developed from 
discussions conducted in India in February 1954 by two bank consult- 
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ants. Together with a member of the bank’s staff, they explored with 
the Government and with Indian industrial leaders the possibility of 
creating an institution to provide and stimulate investment in indus- 
try. Subsequently British and. American investors agreed to provide 
part of the equity capital for the new institution. Of the initial share 
‘apital, amounting to 50 million rupees ($10.5 million), 35 million 
rupees were subscribed by Indian investors; 10 million rupees were 
subscribed by British investors (the eastern exchange banks, several 
insurance companies and industrial firms, and the Commonwealth De- 
velopment Finance Co., Ltd.) ; and 5 million rupees were subscribed by 
United States investors (Bank of America, the Rockefeller brothers, 
Olin Mathieson Chemical Corp., and Westinghouse Electric Interna- 
tional Corp.). In addition, the Indian Government made a long-term, 
interest-free advance to the corporation of 75 million rupees drawn 
from counterpart funds generated by United States aid. 

Functions of corporation—The corpuration will make long- and 
medium-term loans to industrial enterprises; take equity participation 
in industrial enterprises; underwrite new issues of securities; guaran- 
tee loans by other investors; and help industry to obtain managerial, 
technical, and administrative advice and assistance. The proceeds of 
the bank’s loan will be used for purchases of imported equipment, 
materials, and services needed to carry out projects financed by the 
corporation. 

Economic benefits —The nature of the corporation, and its sponsor- 
ship by leading financial institutions in India and abroad, should 
enable it to tap funds in India not at present being made available to 
industry, and in due course to increase the flow of foreign investment 
into India. Furthermore, its power to underwrite new issues will fill 
a gap in the Indian capital market. Through its connections abroad, 
the corporation should also be in a position to help Indian industry to 
meet some of its needs for technical knowledge and managerial éx- 
perience. 

Other activities 

Power-project discussions.—The bank has had preliminary discus- 
sions with officials of the Indian Government about the possibility of 
assisting in the financing of the Koyna hydroelectric power project in 
the State of Bombay. 

INDONESIA 


In June 1955 a bank mission arrived in Indonesia for a visit of about 
6 weeks. Its purpose was to provide the bank with first-hand knowl- 
edge of Indonesia’s economy and its potentialities. 


IRAN 


At the request of the iranian Plan Organization, staff members 
visited Iran in November 1954 and February 1955, to discuss the new 
development program which the organization is charged with formut- 
lating and supervising. As a result of these discussions, the bank and 
the organization have agreed to an arrangement under which the bank 
will recruit a small number of foreign specialists, mostly engineers, to 
work as employees of the organization in Iran. The Plan Organiza- 
tion will provide funds to be used by the bank to make disbursements 
to these specialists for their services as employees of the organization. 
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IRAQ 


The Government is assuming the entire cost of the Wadi Tharthar 
flood-control project for which the bank made a loan of $12.8 million 
in 1950. In January 1955 the Government canceled the unused bal- 
ance, amounting to $6.5 million, of the loan, and in March, repaid the 
outstanding balance of $6.3 million, 10 years before final maturity. 
Work on the project has reached an advanced stage. If it progresses 
on schedule, it will be ready to divert floodwaters from the Tigris 
River by the spring of 1956. 


ISRAEL 


A bank staff member visited Israel from January to April 1955 to 
advise the newly established Bank of Israel on organization and 
technical methods of carrying out monetary policies. 


JAPAN 


Agricultural mission—A bank mission was in Japan from July to 
September 1954 in response to the Government’s request for an ap- 
praisal of Japan’s agricultural program which would help in formu- 
lating future governmental policies and in determining the magnitude 
and direction of public investment in agriculture. The mission’s 
report was transmitted to the Government in January 1955. 

While in Japan, the mission made a preliminary study of four agri- 
cultural projects with a view to determining their suitability for bank 
financing. These included the irrigation of upland and paddy fields 
in the Aichi Prefecture east of Nagoya; for the reclamation of 
Hachiro Lake a shallow lagoon on the island of Honshu; for the 
reclamation of peatlands in the Ishikari Valley in central Hokkaido; 
and for pilot projects to establish methods of large-scale mechanical 
land reclamation most suited to opening large areas to cultivation in 
Hokkaido and northern Honshu. The mission also considered a plan 
to increase the importation of livestock as a desirable adjunct to the 
proposed reclamation of lands which would be suitable for grazing. 

The bank sent a memorandum to the Government in February 1955 
giving its views on the additional technical studies and organizational 
measures which would need to be undertaken before these projects 
could be considered for loans. Subsequently discussions have taken 
place both in Japan and Washington regarding the projects, and in 
June 1955 the bank sent two technicians to Japan to examine the 
mechanical land reclamation projects. 

Industrial and power project studies.—Bank staff members were in 
Japan between October and December 1954 to examine projects for 
the modernization of steel and machinery manufacturing plants and 
for hydroelectric power development, for which bank financing has 
been requested. They completed study of 3 hydroelectric projects and 
2 steel company projects and in May 1955 the bank’s views on these 
projects were given to the Government for further consideration. 

The Government asked for and received advice from the bank on 
how to approach the problem of lowering costs in the Japanese coal 
industry, a vital sector of the economy. The bank agreed that under 
certain conditions it would help pay the expenses of a comprehensive 
survey of the industry by consulting engineers. Representatives of 

69155—55 9 
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the Government are expected in Washington in August 1955 to dis- 
cuss further details including the selection of qualified consultants. 


JORDAN 


A general survey mission arrived in Jordan in late March 1955 for 
a stay of about 4 months. It will assess Jordan’s economic potential- 
ities and prepare recommendations designed to assist the Government 
in formulating a long-term development program. The seven-man 
mission includes economists and specialists in agriculture, mineral 
resources, and transportation. 


LEBANON 


Staff assistance.—A bank staff member was in Lebanon during De- 
cember-February to advise the Government on matters affecting eco- 
nomic planning. 

Loan project—A bank mission visited Lebanon from November 
to January to appraise the economic and financial situation and to 
study the multipurpose Litani River development project in all its 
aspects. The bank has invited the Government and the Litani Au- 
thority to send representatives to Washington to discuss legal, finan- 
cial, and administrative problems in advance of loan negotiations. 
The Lebanese delegation is expected to arrive in Washington in July. 


MALAYA 


In June 1955 the bank transmitted to the Governments of the Fed- 
eration of Malaya, the Crown Colony of Singapore and the United 
Kingdom the report of the general survey mission which visited 
Malaya in early 1954, 

The report sets forth the mission’s recommendations for govern- 
ment action and priority investment over a 5-year period, 1955-59, 
for both the Federation and Singapore. The proposed program for 
the Federation calls for expenditures of M$775 million (US$258 
million) and that for Singapore of M$610 million (US$203 million). 
The programs do not depart significantly in amount or character 
from recent patterns of public investment. The mission stressed the 
importance of maintaining the scale of public expenditures on eco- 
nomic and social development in both territories in view of the un- 
usually rapid rates of population growth, now among the highest in 
the world. 

The report notes that by Asian standards the Malayan economy has 
reached a relatively advanced stage. It has been built principally on 
the production of rubber and tin for export, on a large entrepot trade, 
on the production of food mostly for local consumption, and a variety 
of small industries. For the Federation, the mission placed highest 
priority on the replanting of rubber areas with bach iehaiies varieties 
to enable the rubber industry to compete with synthetic rubber and 
maintain its present place of paramount importance in the economy. 
The mission also lergmummentiok that surveys be undertaken to increase 
knowledge of Malaya’s agricultural potential. The mission recog- 
nized the importance of increasing rice production, but urged that 
more attention be given to the relative economic advantages of other 
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crops. Special emphasis, it believed, should be placed on the possi- 
bilities of extending oil palm, cocoa, and coconut cultivation. 

While transport, communications, and power are quite well devel- 
oped in the Federation, recommendations were made for their contin- 
ued expansion, as a basis for the further growth of a variety of private 
industrial, agricultural, and commercial activities. 

About a quarter of the recommended investment for the Federation 
is in the field of social services, including improvements in sewerage, 
water supply, and housing. There is a strong and insistent demand 
in Malaya for more educational, medical, and health facilities and 
the mission believes that further extension and improvement of these 
services should be supported by the Government. 

Much of Singapore's capital requirement is for the expansion and 
improvement of such essential services as electricity, gas, water, sewer- 
age, telecommunications, streets, roads, and marketing facilities. The 
mission endorsed Singapore’s plans to enlarge port capacity, to im- 
prove and extend street and road networks, and to expand telephone 
facilities. About half the recommended investment for Singapore is 
for social services, with the largest expenditure allocated to low-cost 
rental housing and public schools. 

The mission believes that government can assist private enterprise 
in both territories by offering more vocational training, assisting in 
technical and market research, providing suitable sites and other serv- 
ices for new industries, improving industrial credit arrangements, 
and, in appropriate cases, adopting policies of protection. 

The report contains several recommendations for the financing of 
the program and for organizational and institutional measures de- 
signed to facilitate the drafting and execution of development plans. 


PAKISTAN 


ELECTRIC POWER LOAN 


Amount: $13.8 million. Term: 15 years. 
Date: June 20, 1955. Interest: 45% percent. 

Borrower.—The Karachi Electric Supply Corp., Ltd. 

The corporation was organized in 1913 and operated as a private 
company until 1952 when the Government obtained majority control 
by providing capital for urgently needed expansion that was not 
available from private sources. The Government intends to dispose 
of these shares in the corporation as soon as circumstances are favor- 
able. The corporation is the sole supplier of power to the metropol- 
itan area of Karachi, the capital of Pakistan. 

Purpose.—The loan will help to finance the construction of a 30,000- 
kilowatt thermal powerplant in Karachi; the rehabilitation of exist- 
ing powerplants; the extension and improvement of transmission and 
distribution facilities; and engineering services. The new thermal 
power station is expected to come into operation early in 1956 and the 
entire project should be complete by the end of that year. The total 
cost is estimated at the equivalent of $25 million. The bank’s loan 
is expected to be made entirely in European currencies, chiefly pounds 
sterling and German marks, and will finance most of the foreign- 
exchange costs. 

The new power station and the corporation’s existing steam power- 
plants will be equipped to burn natural gas to be transported to Kara- 
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chi by the Sui Gas Transmission Co., Ltd. The bank made a loan to 
this company in June 1954 for the construction of a pipeline from 
the Sui gas field to Karachi. The delivery of gas to consumers is 
scheduled to begin in August 1955, 

Economic benefits.—The project will double the present output of 
power generated by the corporation and will meet the most urgent 
needs of the Karachi area. There has been an unusually rapid growth 
in and around Karachi of light industries, most of which process in- 
digenous raw materials for domestic consumption. Many industrial 
plants at present cannot be put into full operation because of the 
shortage of power. The demand for electricity for commercial and 
residential purposes has also increased substantially as a result of the 
growth of the city since partition. 

Participation Six of the eastern exchange banks, the group with 
offices in Pakistan, participated in the loan, without the bank’s guar- 
anty, to the extent of £732,000 ($2,049,000). This represents the first 
five maturities, all of which will be payable in sterling. falling due 
from December 1, 1957, through December 1, 1959. The participating 
banks are the Chartered Bank of India, Australia & China; Eastern 
Bank, Ltd.; Grindlays Bank, Ltd.; Lloyds Bank, Ltd.; Mercantile 
Bank of India, Ltd.; and the National Bank of India, Ltd. 


Other activities 

Loan negotiations —At the end of the fiscal year, negotiations were 
in progress for loans to the trustees of the port of Karachi for the 
reconstruction of the east wharves and to the Karnaphuli Paper 
Mills, Ltd., for a pulp and paper mill in East Pakistan. 


SYRIA 


General survey mission report—In April 1955 the bank trans- 
mitted to the President of Syria the report of the general survey mis- 
sion which spent from February until late April 1954 in Syria. 

The mission was impressed with the rapid growth of the Syrian 
economy over the last 20 years, due almost wholly to private enter- 
prise. The mission concluded, however, that private initiative will 
not be able to maintain this rate of growth unassisted and that the 
time has come for the Government to take a more active role, par- 
ticularly in the field of public investment, in order to provide the 
basis for further expansion of private enterprise. The report con- 
tains recommendations for Government action for the years 1955-60, 
requiring public expenditures of about £81,900 million ($530 million). 

Greatest emphasis is focused on the further development of agri- 
culture, the main occupation of the people, the chief source of raw 
materials for manufacturing and the basis of most of Syria’s com- 
merce. It is recommended that the Government undertake land 
surveys, proceed with irrigation and land-settlement schemes, pro- 
vide better transport for export commodities, establish storage facili- 
ties, encourage better farming methods and improve and expand agri- 
cultural education. 

Other recommendations pertain to transport, industry, power, so- 
cial services, and finance. The development of transport is one of 
Syria’s most urgent needs. Because road transport is best suited to 
the demands of the Syrian economy, most of the mission’s recom- 
mendations in this field relate to the highway system. In industry, 
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the report suggests Government policies to stimulate private invest- 
ment. The mission recommended that power facilities be expanded 
to three times present capacity by 1960. Other recommendations 
relate to the extension of educational facilities, particularly in the 
vocational field ; measures to improve public health and social services ; 
methods of raising Government revenues for development expendi- 
tures; and the establishment of a central statistical office. 

The Government has formulated a 6-year development budget 

taking into acount the mission’s principal recommendations. 

Project discussions —Studies and discussions have continued dur- 
ing the year regarding possible bank financing of three projects sub- 
mitted by the Government : Equipment for the port of Latakia, a pro- 
gram of road construction, and the draining and reclaiming of the 

yamplands (Ghab) in the Orontes River valley. In June 1955 the 
pei informed the Government of its readiness to negotiate two loans; 
one covering most of the foreign-exchange cost of equipping the port 
of Latakia, and the other to help finance the construction of a road 
network linking the Jezireh Province, Syria’s major granary, with 
Aleppo and Latakia. At the same time certain additional informa- 
tion was requested regarding the Ghab reclamation project. 


THAILAND 


Bank staff members and a railway consultant visited Thailand be- 
tween November 1954 and February 1955 to appraise and give advice 
on railway and port projects for which bank financing h: ad been re- 
quested. ‘The railway project would be for carrying out an extensive 


rehabilitation program; and the port project would be for the pur- 
chase of three dredges to be used to keep the harbor and channel into 
Bangkok open to oceangoing vessels. In June 1955 the bank in- 
formed the Thai Government that it was preesye to open negotia- 
tions for a loan to help finance the railway project. 
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AUSTRALASIA 


Loans during fiscal year 


Country Number Amount 





Aes 4k ot nb ta ssbris bad chcncdtntdclcc dal bolhctwtetiaedd : Loacndt 1 $54, 500, 000 


Total loans, 1947-55 


Country Number Amount 


Australia 258, 500, 000 











AUSTRALIA 
LOAN FOR AGRICULTURE, TRANSPORT, ELECTRIC POWER, AND INDUSTRY 


Amount: $54.5 million. Term: 15 years. 
Date: March 18, 1955, Interest: 45¢ percent. 


Borrower.—Australia. 

Purpose.—The loan was made to help finance imports of equipment 
needed in agriculture, transportation, electric power, and industry. 
About half the loan is being used to improve transport, particularly 
road transport, through the purchase of graders, road-construction 
equipment of various kinds, trucks, and truck components which will 
be assembled in Australia. The loan is also paying for five 4-engined 
aircraft and for components for the manufacture of diesel locomotives 
and rail cars. About $20 million of the loan was allocated to agricul- 
ture to finance the import of tractors, combine harvesters, hay balers, 
and other agricultural machinery. The remainder of the loan, about 
$7.5 million, is to purchase equipment for industry and for generating 
and distributing electricity. The industrial equipment is for iron and 
steel production, food processing, mining, automotive, and general 
engineering industries. 

conomic benefits—The bank has now lent Australia a total of 
$258.5 million to assist in carrying out large-scale development, both 
public and private. Most of this development is being financed from 
Australia’s own resources; the bank loans have provided the dollar 
exchange necessary to import certain equipment which is available 
only in the dollar area. The most recent loan is contributing especially 
to increasing agricultural production and to improving key means of 
transport—road, rail, oak air. Agricultural products account for 
more than 80 percent of Australia’s earnings in international trade. 
The new farm machinery is helping to increase rural output and is 
enabling Government agencies to carry forward programs to intensify 
land use and increase productivity through reclamation, pasture de- 
velopment, irrigation, and water and fodder conservation. Australia’s 
rapid economic growth has put a heavy burden on transport of all 
kinds. The loan is helping to improve the road system and to increase 
the number of commercial vehicles, as well as to modernize rail and 
air operations. Additional electric generating capacity and new in- 
dustrial equipment for which funds were alee provided will help 
maintain the pace of development in the Commonwealth. 

Participation.—Eleven private banks in the United States—the 
largest number to participate in a bank loan to date—took $10.4 mil- 
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lion of this loan without the bank’s guaranty. They took the first 6 
maturities of the loan falling due from March 15, 1958, through Sep- 
tember 15, 1960. The banks are Manufacturers Trust Co., the First 
National Bank of Boston, the First National Bank of Chicago, Bank 
of America (International), the Philadelphia National Bank, Chemi- 
cal Corn Exchange Bank, J. P. Morgan & Co., Inc., National Shawmut 
Bank of Boston, Brown Bros. Harriman & Co., the Pennsylvania Co. 
for Banking & Trusts, and Empire Trust Co. 


EUROPE 


Loans during fiscal year 


Country 





I il ee ee 
Belgium 
Finland 
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Total loans, 1947-55 











| 
Country | Number Amount 

NE bien db cewsbnh a oh’ ‘ ' bp babistneode 2 $22, 000, 000 
Belgium... __- ‘ ‘ ; aatcdal ‘ alia * 3 | 66, 000, 000 
Denmark..-_- 1 40, 000, 000 
Finland. -__.._. 5 | 50, OR1, 595 
France... ] 250, 000, 000 
Reged. Sh A OG oo debs Ld Dee tae 5 5, 914, 000 
eth Saal ce areelalilletd AE “ellipadie  Y “Rect tert Ry eagle 3 90, 000 000 
Luxembourg..._- bone 1 11, 761, 983 
Netherlands................. Y 221, 451, 985 
Norway . 2 50, 000, 000 
I aca tid alse 0 ee See FS MEN a i 61, 044, 000 
a ee 3 60, 700, 000 

Lending in Europe in 12 countries totaling..................-..-.-.- 41 928, 953, 563 

AUSTRIA 


LOAN FOR REISSECK-KREUZECK ELECTRIC POWER PROJECT 


Amount: $12 million. Term: 25 years. 

Date: July 19, 1954. Interest: 4% percent. 
Borrowers.—The Draukraftwerke and the Verbundgesellschaft. 
The Verbundgesellschaft is government-owned and controls the 

main national power network and the operations of the Draukraft- 

werke. Its system serves 7 of Austria’s 9 provinces, an area which 
includes Vienna and most of Austria’s industrial centers. 

Purpose.—The project being financed will harness the potential 
power in a number of lakes and small streams situated in the Reisseck 
and Kreuzeck Mountains, a part of the Austrian Alps, which flank 
the valley of the Moell River. Construction of the project was started 
in 1947 and by the end of 1953 the plant was partially in operation. 
The bank’s loan will be used to finance the remaining part of the 
project: the expansion of generating capacity at the Kolbnitz power 
station, from 48,000 to 104,000 kilowatts, the construction of a new 
8,000-kilowatt station, a pumping station, and additional dams, tun- 
nels, canals, and other civil works. When completed at the end of 
1958, the Reisseck-Kreuzeck project will add 112,000 kilowatts of 
generating capacity to the Verbundgesellschaft system; capacity of 
the system now totals 1,352,800 kilowatts, or 56.6 percent of Austria’s 
total. The total cost of the project is estimated at the equivalent of 
$34.5 million. The bank’s loan is being made half in Italian lire 
and half in Swiss francs. Most of the loan will be used to cover 
expenditures incurred in Austria. 

Economic benefits —Austria’s rivers are fed largely by melting 
snow from its mountains. Consequently, they supply much less water 
in winter for hydroelectric power and the electricity networks have 
to depend heavily on thermal power during this period. An im- 
portant feature of the Reisseck-Kreuzeck development is that it pro- 
vides for water storage and the generation of hydroelectric power in 
winter as well as summer. The Draukraftwerke will be able to in- 
crease its supplies of power to Austrian industries and to export more 
power to industries in northern Italy, which likewise experience winter 
shortages of electricity. The project is an important step in the 
realization of Austria’s large hydroelectric potential, which is one of 
the chief natural resources remaining to be fully developed in Europe. 
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LOAN FOR LUNERSEE ELECTRIC POWER PROJECT 


Amount: $10 million. Term: 25 years. 
Date: June 14, 1955. Interest : 4% percent. 

Borrower.—V orarlberger Illwerke (VIW). 

This company was established in Austria in 1924 with German, 
Austrian, and Swiss capital, to develop the hydroelectric resources 
of the Liinersee (Luner Lake) and of the Ill River, both in the Prov- 
ince of Vorarlberg in western Austria. Because of the predominance 
of German ownership, the company has been under public adminis- 
tration since the end of the war. 

Purpose——The main purpose of the project is to supply power for 
export to the Ruhr and southwest Germany during periods of peak 
demand. The Liinersee will be the reservoir for the project. A dam 
will be built to raise the storage capacity of the lake and the lake’s 
water supply will be increased sixfold by diverting the runoff of a 
glacier into the lake and by pumping excess water up from a basin 
located below the new power station. Included in the project are the 
construction of a 190,000-kilowatt power station; the building of the 
dam and the diversion system; the construction of 6 miles of tunnels, 
siphons, and penstocks to bring water down to the powerplant and to 
return pumped water to the lake; and the construction of a transmis- 
sion line to the German border. Work on the project was started in 
1954 and is expected to be complete by the end of 1958. The total 
cost is estimated at the equivalent of $38.6 million. The greater part 
of the bank’s loan will be in European currencies and the remainder 
in United States dollars. About $7 million of the loan will be used 
for imported equipment; the remainder for equipment purchased in 
Austria. 

Economic benefits ——In recent years about 85 percent of the power 
produced by the VIW from its 4 existing plants has been sold to 
2 German companies which supply power to the Ruhr and to Wiirt- 
temberg-Baden. The remainder has been used in Vorarlberg and 
Tyrol. The Liinersee project will add 190,000 kilowatts to the VIW’s 
present capacity of 356,000 kilowatts. Under a long-term agreement 
with the VIW, the two German companies and the Province of Vorarl- 
berg have contracted to purchase the power to be produced by the 
Liinersee project. Through exports of power to Germany the project 
will add the equivalent of $1.5 million annually to the present foreign- 
exchange earnings of the company; it will also make more power 
available to Vorarlberg and Tyrol. 

Participation—The Philadelphia National Bank participated in the 
loan, without the bank’s guaranty, to the extent of $153,000, represent- 
ing the first maturity which falls due May 1, 1960. 


BELGIUM 


LOAN FOR WATERWAYS AND PORT TMPROVEMENTS 


Amount: $20 million. Term: 15 years. 

Date: December 14, 1954. Interest : 454 percent. 
Borrower.—Belgium. 
Joint financing.—The bank’s loan was made simultaneously with a 

public offering of $30 million of Belgian bonds by an underwriting 

group of 71 United States investment firms and banks headed by Mor- 
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gan Stanley & Co. and Smith, Barney & Co. The proceeds of the loan 
and the bond issue will cover part of the expenditures incurred in Bel- 
gium for five projects to improve and modernize ports and inland 
waterways in Belgium. The total cost of these projects will be equiva- 
jent to $118 million and they will all be completed by 1958. 

Description of projects and benefits to the economy.—The proj- 
ect consists of the completion of the Baudouin lock to afford seagoing 
ships a second large entry to the Antwerp dock basin. The new lock 
will have a greater capacity than the existing single lock and will help 
avoid delays now encountered by ships entering the port. Antwerp 
handles the bulk of the exports of the Relgines /Luxembourg Economic 
Union, as well as large tonnages of transit goods, and efficient operation 
of its port installations is vital to the Belgian economy. 

Two other projects consist of the construction of canals which will 
facilitate and speed up traffic between Antwerp and the highly indus- 
trialized southern Province of Hainaut. A fourth project consists of 
the completion of the Ghent Ring Canal to bypass the city and thus 
eliminate delays in transport. The fifth project is the construction 
of a dam and locks at Neuville to improve navigation on the upper 
Meuse River between the industrial centers of Liége and Namur. 
When the projects are completed Belgium will have a modern network 
of waterways for the transport of bulk cargo. ‘This is essential to 
Belgium industry since nearly a third of domestic and foreign trade 
now moves on canal barges, and the proportion has been growing in 
recent years. 


FINLAND 
LOAN FOR WOOD-PRODUCTS INDUSTRIES AND ELECTRIC POWER 


Amount: $12 million. Term : 15 years. 
Date: March 24, 1955. Interest : 45% percent. 

Borrower.—Bank of Finland. 

Purpose.—Like the greater part of the bank’s four previous loans 
in Finland, the proceeds of this loan will be used to expand and mod- 
ernize wood-products industries and to provide additional supplies 
of electric power. About three-quarters of the loan will be in Euro- 
pean currencies for the purchase of equipment in Denmark, France, 
Germany, Sweden, Switzerland, and the United Kingdom; the re- 
mainder will be in dollars for purchases in the United States. The 
funds are being re-lent by the Bank of Finland to the companies carry- 
ing out the projects. The loan will finance one-fifth of the total cost 
of the projects; the remaining costs will be met from Finnish sources. 

The equivalent of about $8 million has been allocated to 5 wood- 
products companies. Two of the companies are undertaking major 
expansion in the manufacture of sulfate pulp and kraft paper. The 
other three are replacing and modernizing existing plants and in some 
cases installing equipment which will save imported fuel and make use 
of valuable Lttinl mains 

The equivalent of $4 million has been allocated to 2 electric-power 
projects. One is a new hydroelectric plant being built in northern 
Finland. The plant will have an initial generating capacity of 100,- 
000 kilowatts and will be connected with the national power grid. 
The other project is a 30,000-kilowatt thermal powerplant being built 
in western Finland. Initially, this plant will be connected to a re- 
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gional network and later its output will be fed into the national] 
power grid. 

Economic benefits —By increasing the output of wood products and 
electric power, the loan will help Finland to make fuller use of her two 
most important natural resources—forests and waterpower. Modern- 
ization and expansion of wood-products industries, already the major 
source of Finland’s foreign exchange earnings, will permit the manu- 
facture of more highly processed products able to command better 
prices in world markets. Other benefits stemming from improve- 
ments in manufacturing methods will be greater operating efficiency 
and lower unit production costs. Increasing Finland’s available elec- 
tric power supplies will aid both wood products and other industries. 

Participation.—The Bank of America National Trust & Savings 
Association and The First National City Bank of New York partici- 

ated in the loan, without the bank’s guaranty, to the extent of 
§9 988,000. Each bank took $1,144,000 of the loan, representing the 
first 6 maturities falling due from April 15, 1958, through October 15, 
1960. 
GREECE 


In July and August 1954, a bank mission visited Greece to study 
the desirability of establishing an industrial development bank and 
to examine the technical aspects of projects for the exploitation of 
lignite deposits and the construction of a nitrogenous fertilizer plant. 
As a result of the mission’s recommendations, the Government has re- 
tained consultants to give further study to the lignite project. 


ICELAND 


The bank’s Director of Marketing visited Iceland in April 1955 to 
advise on the marketing of Government bonds. 


ITALY 
LOAN FOR AGRICULTURE, INDUSTRY, AND ELECTRIC POWER 


Amount: $70 million. Term: 20 years. 
Date: June 1, 1955. Interest: 434 percent. 

Borrower.—Cassa per il Mezzogiorno 

The Cassa is a Government agency which, since 1950, has been 
charged with the administration of a comprehensive program to raise 
standards of living in southern Italy, including the islands of Sicily, 
Sardinia, and Elba. 

Purpose and economic benefits—The loan will provide funds for 
projects to increase agricultural production, industrial output, and 
electric power service in southern Italy. The Cassa will spend the 
equivalent of $20 million to meet part of the cost of constructing 
irrigation works on the Catania Plain, in eastern Sicily, and will re- 
lend $50 million for industry and power: $20 million will be lent to 
private companies to help establish new private industrial enterprises, 
including 5 in Sicily and 2 on the mainland; $30 million will be lent 
for 7 mainland power stations and a transmission line. 

The Catania irrigation project is based largely on the creation of a 
dam and reservoir at Pozzillo on the Salso River, northwest of the 
plain. It will make possible the irrigation of about 75,000 acres con- 
taining some 1,500 farms. Irrigation will enable farmers to cultivate 
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the plain much more intensively and to greatly increase the value of 
farm output, especially by expanding the production of citrus fruits, 
which are among Italy’s most important export crops. More inten- 
sive cultivation should create the equivalent of 10,000 new full-time 
farm jobs in the area, While the project will not be finished until 
1961, the major works will be finished by 1958. When full production 
of new citrus crops is reached, about 1967, the annual value of farm 
production is expected to reach 14,000 million lire ($22,400,000), or 3 
times the present value; and net income to farmers and farm laborers 
is expected to quadruple, to 10,000 million lire ($16 million) annually. 

The five factories to be established in Sicily will help carry forward 
the development of agriculture there. ‘Two factories, one at the city 
of Catania itself and another near Syracuse, will make compound fer- 
tilizers. A third plant, at Catania, will make concentrated citrus and 
grape juices and tomato paste from locally grown ge A phar- 
maceutical plant near Palermo will, among other things, produce in- 
secticides and fungicides to control animal and plant diseases and 
pests that cause severe losses on farms in Sicily and the rest of south- 
ern Italy. A cement plant to be built near Palermo will reduce 
Sicily’s dependence on imports from the mainland. Two new fac- 
tories will be situated on the mainland: one will be a mill to pro- 
duce woolen yarn at Frosinone; the other will be a pulp and paper 
mill at Avezzano. All of these projects should be in operation by 
1958 or sooner ; taken together, they will improve Italy’s international 
trade position, by making products for export or to replace imports. 

With $30 million of the bank’s loan, the Cassa will help to finance 
8 different power projects on the mainland which will add 221,700 
kilowatts to generating capacity in the area. The projects will be 
completed by the end of 1957, and will increase generating capacity in 
southern Italy by one-sixth. The demand for electricity in southern 
Italy has been rising rapidly since the war, partly as the result of 
industrial growth stimulated by the Cassa program; and additional 
power is an important requisite to the continued development of the 
area. 

The bank’s loan is intended to be made for the most part in Eu- 
ropean currencies. The funds will meet about 45 percent of the cost 
of the Catania project, about 40 percent of the cost of the industrial 
projects, and about 60 percent of the cost of the electric power projects. 

Participation—The Bank of America National Trust & Savings 
Association participated in the loan, without the bank’s guaranty, to 
the extent of $5 million, representing the first 5 maturities falling 
due from July 15, 1958, through July 15, 1960. 


NETHERLANDS 


The Government prepaid $102,687,000 and 24,515,700 Belgian 
francs on the $195 million 25-year loan made by the bank in 1947. 
The prepayments, made in August 1954 and in February 1955, cov- 
ered the longest maturities on the loan, falling due in 1966 through 
1972. 

In September 1954, KLM Royal Dutch Airlines prepaid the bal- 
ance of $5.6 million then outstanding of the $7 million, 6-year loan 


it had received from the bank in 1952, refinancing it with 2 banks in 
New York. 
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NORWAY 
GENERAL DEVELOPMENT LOAN 


Amount: $25 million. Term: 20 years. 
Date: April 19, 1955. Interest : 4% percent. 

Borrower—Norway. 

Joint financing.—The bank’s loan was made simultaneously with a 
public offering of $15 million of Norwegian bonds by an underwriting 
group of 30 United States investment firms and banks headed by 
Kuhn, Loeb & Co., Harriman, Ripley & Co., Inc., Lazard Freres & Co., 
and Smith, Barney & Co. 

Purpose—The proceeds of the bank loan will be applied to the 
importation of capital goods required to continue the development of 
the Norwegian economy. The proceeds of the public bond issue will 
be similarly applied. It is expected that about one-half of the bank’s 
loan will be in United States dollars and the rest in pounds sterling 
and Netherlands guilders. 

Economic benefits—Since the end of the war, the development of 
the Norwegian economy has been rapid and substantial. In the im- 
mediate postwar years, investment was exceptionally high because of 
the need to replace assets lost during the war, when half the merchant 
marine was sunk and many buildings and industrial plants were 
destroyed. Not all of this investment could be financed from current 
savings; the additional capital required for reconstruction came from 
Norway’s own foreign exchange reserves and from United States 
Government assistance. The lost assets have now been replaced and 
because of large earnings during the years 1951-52, particularly from 
shipping, Norway has been able to continue building up its stock of 
capital equipment. The high rate of investment of recent years, how- 
ever, could not be maintained without endangering economic stability, 
and the Government is taking measures to bring the rate of invest- 
ment into line with current conditions. There remains a need for 
additional capital for productive purposes which Norway tradi- 
tionally has sought and found abroad. The bank loan and the bond 
issue will help to meet this need. 


TURKEY 


Industrial development bank.—The International Bank had made 
two loans of $9 million each, in 1950 and 1953, to provide the In- 
dustrial Development Bank of Turkey with foreign exchange to 
relend to private industrial concerns for projects requiring imports 
of machinery and equipment. During this fiscal year, the bank ap- 
proved 14 projects under these loans requiring the equivalent of $3 
million. The projects included textile mills and factories for the 
production of glue, corn products, sheet-metal products, automobile 
springs, cast-iron goods, wire and cable, paint pigments and hollow- 
spun concrete poles for power transmission lines and lhghting 
standards. 

Cancellation of part of $25.2 million loan.—At the request of the 
Government, the bank canceled $2,356,000 of the $25.2 million loan 
made in June 1952 for the Seyhan multipurpose dam project. 
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